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Most Miles Per Dollar on 


Sinclair Pipe Line Company attained in 1955 the 
highest operating efficiency in its history, as shown 
by the ratio of expense to revenue. 


This new record resulted from the Company's con- 
tinuous, long-term program of system moderniza- 
tion, which includes increases in line capacities, de- 
velopment of new crude lines in areas of growing oil 
production, and location of new products lines the 
better to serve expanding markets. 


Sinclair’s network of pipe lines—totaling more than 
11,000 miles—is one of the longest and most eco- 
nomical systems in the industry. Its crude gathering 
and trunk lines tap almost every major producing 
area east of the Rockies, speeding raw material to 
refineries. Company products lines supply gasolines, 
diesel fuel and heating oils to sales outlets in major 
consuming areas. Sinclair Pipe Line Company em- 


Sinclair’s Oil Highways 


ploys as well 9,300 miles of crude and products lines 
in which it shares ownership with other companies. 
Also, where most practical, it ships over common 
carrier lines in which it holds no interest. Both crude 
and products traffic on Sinclair’s lines hit new highs 
last year. 


This transportation web—together with fleets of 
tankers, barges, trucks, and tank cars—provides 
Sinclair with the flexibility and efficiency needed to 
serve profitable and growing markets in 36 states. 


A Great Name tn Oil 


SINCLAIR OIL CORPORATION + 600 FIFTH AVENUE NEW YORK 20, N. Y. 














Between trips... 


he covers 


The successful salesman knows he 
has to get the most out of every day 
—at the office and on the road. 

So now, more than ever, he turns 
to the telephone. 

Between personal visits it keeps 
him in close touch with out-of-town 
customers and prospects. It helps 
him arrange appointments. Follow 
up inquiries. Clear up questions and 





his territory by telephone 


complaints. Save sales that might 
otherwise slip away. 


Many businesses—large and small 
—are stepping up sales volume, cut- 
ting sales costs through the planned 
use of the telephone. We'd like to 
offer you some specific suggestions 
how. Just call your Bell Telephone 
Business Office. A representative will 
visit you at your convenience. 


BELL TELEPHONE SYSTEM 


LONG DISTANCE RATES ARE LOW 
Here are some examples: 


Baltimore to Philadelphia . 
Cleveland to Indianapolis . 
Denver to 

Oklahoma City ... . $12 
Atlanta to New York. . . $150 
Los Angeles to Chicago . . $220 
These are the daytime Station-to-Station 


rates for the first three minutes. They do 
not include the 10% federal excise tax. 


Call by Number. It's Twice as Fast. 





Only STEEL can do so many jobs so well 


They Call It “Curling.” scottish soldiers introduced this game in 
Quebec, just before the Revolutionary War. The 40-pound granite 
stones are slid down a 140-foot sheet of ice, frequently with a 
“curling motion” that curves them around other stones. In the 
picture, members of the New Liskeard Curling Club, Ontario, 
sweep the ice ahead of the oncoming stone. Miles of USS National 
Pipe lie beneath many of the rinks, carrying the brine 

that freezes the ice. 


Trailers That Won't Wear Out. tts true. No 
trailer made from Stainless Steel has ever been 
known to wear out, because Stainless is far 

5 T 7 E L stronger than other metals, and it will not cor- 

“y, — _ weaken. ps great ae of ena 

. ess allows compact design. e trailer shown 

First Atomic Power Plant is being built "¢ a $ tS yy here, for example, has sides made from thin 
near Shippingport, Pa. This tremendous TAT 


sheets of Stainless Steel, corrugated into walls 
project uses thousands of tons of concrete 


P that are only one inch thick. Consequently, it 
—all reinforced with steel bars and mesh This trade-mark is your guide can carry much more cargo than ordinary 


from U.S. Steel Supply. to quality steel. trailers. 


UNITED STATES STEEL 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 
AMERICAN BRIDGE. AMERICAN STEEL & WIRE and CYCLONE FENCE. .COLUMBIA-GENEVA STEEL. .CONSOLIDATED WESTERN STEEL. .GERRARD STEEL STRAPPING. .NATIONAL TUBE 
OIL WELL SUPPLY. . TENNESSEE COAL & IRON. .UNITED STATES STEEL PRODUCTS. UNITED STATES STEEL SUPPLY. Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY ~- UNIVERSAL ATLAS CEMENT COMPANY 6-1452 


SEE The United States Steel Hour. It’s a full-hour TV program presented every other week by United States Steel. Consult your local newspaper for time and station. 


Forses, Juty 15, 1956 








FORBES 


Founded 1917 by B. C. Forbes (1880-1954) 
JULY 15, 1956 VOL. 7%, NO. 14 
7 2 


BUSINESS 


Meat Packing 
Machine Tools 


FEATURES 
Readers Say 
Fact & Cemmeits. .Malcolm S. Forbes 
Labor Relations....Lawrence Stessin 


FINANCIAL 


The Market Outlook Sidney B. Lurie 
Investment Pointers ..J. D. om 
Market Comment ....L. O. Hooper 
Stock Analysis Heinz H A Biel 
The Funds 





Editor & Publisher, Malcolm S. Forbes 
Manacinc Eprror Byron D. Mack 
Asst. Manactnec Eprror..James Michaels 
Sentor Eprrors 
Robert Putnam, George Wolf. 
Associate Eprrors: Edward Borheady, 
Marvin Chatinover, James Cook, David 
Hoddeson, Boyd McDonald, Tom G. 
Thompson. 


Assistant Eprror: Ruth Meyer. 
ye ee Eprrors: Heinz H. Biel, Joseph 


D. Goodman, Sidney B. Lurie, Eimer 
Shankland. 


R HERS 
Mary Lou Little, Carson B. Merry, Son- 
dra Schloss. 





Published by Forses Inc., 


80 FirtH am, 5 New York 11, N.Y., U.S.A. 
Bruce C. Forbes, President 
Secretary- Rupees, G. Py Vice-President 
and Business Manager, line; Vice-Presi- 
dent, Advertising and pone) Relations, Frank H. 


Burns. 
Director of Advertising, W. P. “Pete” Rees; 
Advertising, E. BEB. W. Stock; 


Co-Director _of 

Advertising Representatives: Ra p Moses, Ses Sanford 
Kaufman, Robert Gardner, =e 
Hutchison Co., 35 East Wacker Drive, "Chtenae 
Ill.; Detroit: 09 West Bethune, roit 2 rent 
The Menne Co., 1127 Wilshire Bivd., Los An- 
geles 17, Calif., and 114 Sansome St., "San a 
cisco 4, Calif. Tondon office, Efficiency Magazine, 
87 Regent St., 





Forses. Twice monthly. Entered as second-class 

matter, September 7, 1917, .% Post Office, New 

York, under Fag of Ma 3, 1879. Copyright 

— Forbes Inc. G. woe Secretary-Treasurer. 

- By $6; foreign additional; single-copy 

0 cents. Requests for change of address must 
ape four weeks before date of issue. 


Forbes, Juty 15, 1956 


——— TS) |) 








What Makes a Blue Chip Blue? 


“It was six men of Indostan, 
to learning much inclined, 
Who went to see the elephant 
(though all of them were blind); 
That each by observation 
might satisfy his mind.” 


Just as it was with the six blind 
men of Indostan (who studied the 
elephant carefully by touch, and 
then couldn’t agree on what it 
looked like), it occurred to us that 
some aspects of the stock market 
mean many 

things to many 


dividends for an extended period 
without interruption. I personally 
think it is unwise to categorize 
stocks in this manner because to 
some it implies that the security is 
a good buy at any price.” 

Next we put in a call to Robert 
E. Clark, who put aside his duties 
as executive vice president of Man- 
hattan’s Calvin Bullock and chair- 
man of the executive committee of 
the National Association of Invest- 
ment Companies long enough to 

tell us that a blue 
chip is “a cor- 





Wall Streeters. 

Take the term 
‘blue chip.’’ 
Webster's Fifth 
Collegiate tells 
us a blue chip is 
“a high priced 
quality stock 
valued especially 
for its high se- 
curity.” 





poration that has 
reached matur- 
ity, established 
its position un- 
der its manage- 
ment, and has 
shown the abil- 
ity to move with 
or keep slightly 
ahead of the 
economy.” For 








So we got to 
wondering. That may be all well 
and good for the lexicographers, 
but what about Wall Street itself, 
where blue chips are bandied 
about with greater abandon than 
you'll find anywhere except Las 
Vegas. What does the term mean 
to the men who use jt every day? 
Thus, using absolutely no scien- 
tific sampling whatsoever, we 
hurled our question-for-this-week 
at a number of unsuspecting 
denizens of the financial com- 
munity. Their definitions are cer- 
tain not to cause Thorndyke or 
Barnhart any sleepless nights. But 
they do, we think, make for in- 
teresting reading. 

True Blue Chip. Keith Funston, 
president of the New York Stock 
Exchange, told us, for example, 
that in his opinion the true blue 
chip “is a common stock in a 
company known nationally for the 
quality and wide acceptance of its 
products or services, and for its 
ability, demonstrated in the past 
and anticipated for the future, to 
make money and pay dividends in 
good times and bad.” This seemed 
to square pretty well with the 
definition expressed by President 
Funston’s opposite number on the 
American Stock Exchange, Ed- 
ward McCormick. Opined he: “A 
security issued by a long estab- 
lished company, which has paid 


Definer Clark, 
there is also “no such thing as a 
static blue chip!” 

Handy Excuse. Forses Colum- 
nist Sidney (“The Market Out- 
look”) Lurie supplied us with a 
more detailed analysis. “To some 
people,” explained he, “the term 
blue chip may mean a company 
with a long history of earnings and 
dividend stability (e.g., American 
Can, Woolworth). To others, it 
might mean a company which has 
achieved a predominant trade po- 
sition and the promise of continued 
growth (e.g., Alcoa, Monsanto). 
To the remaining few, it might 
mean primarily a large company 
in an important industry (e.g., GM, 
U.S. Steel). I suspect that blue 
chip represents all of these.” 

To E. F. Hutton & Co.’s Gerald 
M. Loeb, “It is too bad that some- 
thing as fundamental to the na- 
tion as corporate securities should 
be tagged with a gambling nick- 
name. Some people figure it as the 
type of stock that sells for the 
most dollars per share or pays the 
lowest income yield. But what- 
ever their standard, it all ends up 
as the same common denominator 
—meaning the best!” 

Considering these divergent def- 
initions, we think there is only 
one conclusion to be drawn: a 
blue chip in Wall Street is much 
like an elephant in Indostan. 
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KEY TO THE 
DIRECTION OF 
MOVEMENT 


Eg CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER. 
= NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS. 
ae CONTINUED DECLINE FOR 2 MONTHS OR LONGER. 





DESIGNED BY PICK-S, N.Y 





Map shows conditions in 87 U.S. business areas, each of which is an economic unit where 
changes depend on the same key factors. Shaded areas reflect decline or improvement for a 
two-month period ending the last week of May. 





Number 
THE TOP TEN CITIES of Successive Percentage Gain ZONE INDEXES 
Months Listed: Over Last Year: 


LOSSES OR Percentage gain or loss from 
GREATEST GAINS SMALLEST GAINS corresponding months last year 


| | Columbus, Ohio a, | Detroit, Mich (May) —6 | 
| |_ Gune) _—_+18% | Mobile, Ala | PaO a 
ae. een a) oe | ee) + 
| | Birmingham, Ala | Wichita, Kans Uune) 2| Middle Atlantic | + 5 +8 
| | Miami, Fla 13 | Chicago, Il 2| Midwest +1 +1 
Amarillo, Tex 13 _| San Antonio, Tex | South +5 49 
Butte, Mont (Oct) 13 Uune) 2) North Central | + 3 +4 
Tampa, Fla 11 | Kansas City,Mo = 3) south Central | + 4 +5 
Sacramento,Cal 11 |Omaha,Neb(May) 3 
Shreveport, La 10 | Terre Haute, Ind 3 
3 
n- 




















MAY JUNE 





| Mountain +9 49 


Denver, Colo __10_| Memphis, Tenn — +1 +5 


Date in parentheses indicates city has been co 


ey in this column since Map for indicated | NATIONAL INDEX + 4 +6 
month. 














| 
| 





*Change of less than 0.5 percent 








NEXT ISSUE: 


WITH CAMERA AND FILM Forses focuses on Eastman Kodak, and develops 
a candid picture of one of the most dependable blue chips on the market. 


Forses, 80 Fifth Avenue, New York 11, N.Y. 7-15 
FORBES i Please send me Forses for a whole year. 


(0 Enclosed is remittance of $6. [j I will pay when billed. 
a 





BLENDED SCOTCH WHISKY 86.8 PROOF 
THE FLEISCHMANN DISTILLING CORPORATION Single Copy 50¢ 
NEW YORK « SOLE DISTRIBUTORS Foreign $4 a year additional 
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Every 24 hours, 3800 common carrier trucks move 60,000,000 pounds of freight in and out of St. Louis! 


St. Louis - 2nd largest truck terminus 
— at the center of U. S. 





Union Electric’s home city is host 
to 50,000 trucks a day! Their 
giant transport volume, plus that of 
St. Louis’ 18 trunk line railroads, 
makes the city the busiest land trans- 
portation crossroads in the U. S. 


Also at the center of the world’s 
largest inland waterways system, a 
St. Louis area location offers you the 
opportunity to reach more quickly 
all 160,000,000 people in America— 
at low freight and shipping costs! 

Other reasons why a St. Louis area 
address puts you in the country’s 
most centralized operating position: 


e Center of U. S. population—less 


Union Electric System 


Comprising Union Electric Company * Missouri Power & Light Company - 
Missouri Edison Company + Union Colliery Company + Poplar Ridge Coal Company 


than 150 miles away, moving 
steadily closer. 

Center of one of the country’s 
most skilled diversified labor pools 
—evidenced by the fact that 76% 
of all industries classified by the 
U.S. Census Bureau are found here. 


Close to the source of abundant 
fuels—oil, coal, gas, as well as raw 
materials from farms, forests and 
mines 


Central point for power. Union 
Electric’s system, with metropoli- 
tan St. Louis as its hub, can sup- 
ply electric service to meet the 
largest industrial requirements 


highways! 


either in the metropolitan area or 
in more than 150 attractive smaller 
cities and towns in our area 
stretching from Fort Madison, 
Ia., to Flat River, Mo., from 
East St. Louis and Alton, IIL, 
to Jefferson City, Mo. 


LOOK AT THE NEW ST. LOUIS 


Find out more about how the 
nation’s most diversified industrial 
area has become one of the most 
civically progressive as well. For in- 
formation, please address: J. E. 
Johanson, Industrial Development 
Engineer, 315 N. 12th Boulevard, 
St. Louis 1, Missouri. 

















That’s the 

story of 

airlines—one of 

the fastest growing industries in 

America today—a major attraction 
to thousands of investors. 


That’s why we've just published 
a thirty-two page report on airlines 
that answers nearly any question an’ 
investor might ask on the past, pres- 
ent, or future of commercial aviation. 


The booklet begins by tracing the 
phenomenal rise of our airline in- 
dustry . . . underscores the tremen- 
dous strides since the war. 


It discusses the importance of 
“pay later” plans, coach flights, and 
executive travel, tells about fixed 
costs and financing . . . thoroughly 
explores the promise and problems 
in the coming switch to jets. 


Then it has separate reviews on 
thirteen major airlines, similar stud- 
ies on leading helicopter companies 
and cargo lines, all from an invest- 
ment standpoint. 


If you'd like a copy of “AmRLINEs,” 
just ask. There isn’t any charge, 
simply call, come in, or write— 


Department SD-61 


Merrill Lynch, 
Pierce, Fenner & Beane 


70 Pine Street, New York 5, N. Y. 
Offices in 107 Cities 





READERS SAY 


How Good Are the Mutual Funds? 

Sm: Why are you trying to white- 
wash the mutual funds? It’s about time 
the average stockholder realized that the 
minute he buys most mutual funds, 8% 
of his hard-earned capital (i.e., the load- 
ing charge) goes down the drain for- 
ever. 

—ANDREW MELLOR 
Chicago, II. 


Str: Little people who can’t really af- 
ford to get hurt have turned to mutual 
funds. . . . Forses is doing a great serv- 
ice in publishing this excellent report on 
the funds. It will enable the people to 
know the facts about them. 

—Etmer V. Davis 
Perry, Oklahoma 


Sm: Your issue on mutual funds was 
the best I have read .. . since you laid 
it into Senator McCarthy. 

—BERNARD LEIBMAN 
East Meadow, L. L 


Sm: My list of stocks have averaged 
better than the mutual funds. I do not 
trade. I bought most of my gilt-edged 
common stocks about 1930-31. I was 
lucky. 

—Henry Jewett GREENE 
Petersham, Mass. 


Sm: How about the closed-end invest- 
ment companies, such as Adams Express 
. .2 Maybe one of the reasons the closed- 
end trusts are not more popular is be- 
cause a security salesman can hardly 
take an objective viewpoint when he 
shares in a substantial part of the 8-9% 
loading charge in contrast to the com- 
paratively modest brokerage charges 
for buying and selling a closed-end 
fund. 
—Ravpn L. SEecer 
Detroit, Mich. 


Sm: I had the impression Tri-Conti- 
nental was a major mutual fund. 
—ALBerT M. SHELBY 
Brooklyn, N. Y. 
Tri-Continental is a closed-end invest- 
ment company. For a look at this type 
company, see Forses, Jan. 1, 1956.—Eb. 


Sm: We take serious exception to a 
specific mention of one of our Calvin 
Bullock-managed funds in the text of 
your mutual fund article. It is stated 
the “several load-levying funds didn’t 
do as well” and include among three 
others, our company’s Dividend Shares, 
Inc. 

Dividend shares, while not among the 
first few, has we think provided a com- 
mendable result, especially in view of 
the conservative nature of its holdings 
and its objective of concentration in 
quality stocks. 

—Rosert E. CLark 
Executive Vice President, 
Calvin Bullock, Inc. 
New York, N. Y. 


The facts are these: out of 75 regular 
stock funds, Bullock’s Dividend Shares 
stood thirty-sixth in Test I, twenty-third 
in Test Il, sixteenth in Test III. For 
slighting Dividend Shares, Forses is 
genuinely sorry.—Eb. 


Sir: In your Test II (“How Stable Are 
They?”) you say that Financial Indus- 
trial Fund declined only 2.84 in the 
April-May market break. My figures 
show they declined more than 7%. Who 
is right? 

—ANDREW CARLSON 


Denver, Colo. 

Reader Carlson is right. Through mis- 
taken crediting of a dividend, Forses 
erred. In fact, Financial Industrial Fund 
was down by 7.35% during the break.— 
Eb. 


Sm: We read with great interest your 
report on mutual funds and consider it 
an outstanding job. There was only one 
little item: Knickerbocker Fund is oper- 
ated as a balanced fund . . . with em- 
phasis on investment income consistent 
with conservation and long-term en- 
hancement of capital. It should not have 
been classified as a stock fund. 

—Kari D. Perrit 
President, Knickerbocker Fund 
New York, N. Y. 


Sm: In your July Ist, 1956 issue you 
state: “De Vegh Mutual last year 
charged its investors a hefty 1.48% for 
annual expenses and management fees.” 

While your statement certainly is ob- 
jectively correct, it may be somewhat 
misleading because it does not mention 
the fact that the amount charged by the 
Fund is a slight compensation for ex- 
cellent management rather than a nor- 
mal fee charged regardless of the Fund’s 
performance. 

I have been following the performance 
of the de Vegh Mutual Fund for quite 
sometime with a great deal of admira- 
tion. As a matter of fact, the de Vegh 
Mutual Fund is the first in performance 
among the Common Stock Mutual Funds 
mentioned by you, and the management 
charges are insignificant in view of this 
fact. Who would not be glad to pay 
such charges of 1.48% and get this per- 
formance rather than pay a smaller 
charge for less brilliant management? 

—ArTHUR M. WOLKISER 
Mitchell, Hutchins & Co. 
Chicago, IIl. 


Deficit Spending 

Sm: In your article, “Resist The 
Temptation” (Forses, June 1), you 
state: “Applying the surplus to debt re- 
duction is good economic sense.” Being 
one of the younger generation .. . I 
have never fully understood the national 
debt. Who holds it? The people who 
own government bonds? I am sure we 
do not have that amount of bonds out- 
standing, so who else is holding this 
debt? 

—Hersert G. Orro 

Chicago, Ill. 

Deficit spending by our Government is 
financed in several ways: (1) through 

(CONTINUED ON PAGE 10) 
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Check any one and you get American-Stardard quality 


The trademarks above represent the divisions and companies that 
make up the American-Standard family. It is a large family with 
plants in the United States, Canada and Europe. 

The products made by these divisions are unusually varied. They 
range all the way from controls for refrigeration and air conditioning 
systems to automatic mixing valves for washing machines. . . from 
huge units that heat and air-condition famous hotels to compact ones 
that cool homes in summer, warm them in winter . . . from quality pig 
iron to atomic-reactor systems... from kitchens for the newest ranch 
houses to colorful plastic tile for bathroom walls... from bathrooms 
for homes to plumbing fixtures for new hospitals and schools. 


Divisions of American-Standard supply these and many, many 
more products that contribute to the comfort and efficiency of private 


homes, industrial installations, and public buildings. And all of these 
products have one thing in common... all bear the stamp of highest 
quality ... American-Standard quality. For more information about the 
products made by the divisions and companies that make up this family, 
write American-Standard, 40 West 40th Street, New York 18, N. Y, 


American-Standard 


American Radiator & Standard Sanitary Corporation 








“BON VOYAGE” 


with NCB 


TRAVELERS CHECKS 


. You're off to a good trip with safe, 
spendable First National City Bank 
Travelers Checks. Accepted instantly 
like cash around the globe, they haven’t 
the dangers of cash, because if you 
lose them or they are stolen you get a 
prompt refund in full. Why take chances 
on spoiling vacations or other trips 
when this inexpensive insurance of the 
funds you carry costs only $1 per $100. 

Buy them at your bank. 


FIRST NATIONAL CITY BANK 
TRAVELERS CHECKS 


Backed by The First National City Bank of New York 
Member Federal Deposit Insurance Corporation 














This announce ment is neither an offer to sell nor a solicitation of an offer to 
buy any of these Shares. The offer is made only by the Prospectus. 





269,204 Shares 


The Yale and Towne Manufacturing 
Company 
Capital Stock 


($10 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these 
shares have been issued by the Company to the holders of its Capital 
Stock, which rights will expire at 3:30 P.M., Eastern Daylight Saving 
Time on July 23, 1956, as more fully set forth in the Prospectus. 


Subscription Price $24 a Share 


The several Underwriters may offer shares of Capital Stock at prices 
not less than the Subscription Price set forth above (less, in the case 
of sales to dealers, the to dealers) and not more 
than either the last sale or current offering price on the New York 
Stock Exchange, whichever is greater, plus an amount equal to the 
applicable New York Stock Exchange commission. 





Copies of the Prospectus are obtainable from the undersigned only in States 
in which the undersigned is legally authorized to act as a dealer in 
securities and in which such Prospectus may be legally distributed. 








MORGAN STANLEY & CO. 























READERS SAY 


(CONTINUED FROM PAGE 8) 


sale of government obligations (e.g., 
bonds, Treasury notes, tax anticipation 
certificates) to private lenders; (2) bor- 
rowing from certain government ac- 
counts (eg. the social security re- 
serve); and (3) sale of Government 
property. The growth of our national 
debt derives largely from borrowings 
from private lenders (e.g., sale of bonds) 
and also from borrowings of revenues 
which otherwise would have gone into 
reserves to pay future obligations (e.g., 
social security payments).—Eb. 


Wrong Number 

Sm: Many investors in blue chip 
stocks probably pay little attention to 
the miscellaneous revenue in the income 
report of AT&T that is principally 
secured from the sale of directory ad- 
vertising . . . It is estimated .. . that 
directory advertising is accountable for 
about 25% of the AT&T annual $9 divi- 
dend. 

—Lzo FRENZEL 

Des Moines, Iowa 

In terms of gross revenues, Reader 
Frenzel is correct. But AT&T, which 
must first deduct the sizable costs of 
printing, publishing and distributing the 
directories, assures Forses that the re- 
sultant contribution to the dividend is 
“very modest indeed.”—Eb. 


No Discount 

Sir: In the June 15 issue of Forses 
there is one inaccuracy, namely, the 
statement: “Kaiser, which got its plant 
at a discount from the Government, had 
no such problem.” Actually, the Kaiser 
Steel plant was never owned by the 
Government and, therefore, could not 
have been purchased at a discount from 
the Government. The plant was built 


| during World War II by Kaiser, who 


borrowed from the RFC for the financ- 
ing. The entire RFC debt was paid off 
in November 1950. During the period of 
borrowings, $123,305,000 was paid on the 


| principal by Kaiser and $23,378,604 in 


interest. 
—AtTwoop AUSTIN 
Vice President and Treasurer, 
Kaiser Steel Corp. 
Oakland, Calif. 
Forses gladly acknowledges Reader 


| Austin’s correction.—Eb. 


Sanity in Sunland 
Sm: I think the Forses article on 


| Florida the very best of any I have read. 


So many of the other magazines have 
missed the point of the basic soundness 
of the economy and have treated the 
subject too much from the point of view 
of a Chamber of Commerce secretary. 
I have heard many complimentary 
things about the article, and this sure 

makes us swell way up with pride. 
—W. Howarp ALLEN 
Vice President, 
First National Bank 

Fort Lauderdale, Fla. 
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Admiral. 


Personal-Portable TV 


Big set performance at “second set” 
price...thanks to the miracle of 


Automation 


Opens Vast New Markets 


Automation, printed circuits and 
transistorization are the magic keys to this 
unique new set . . . weighing as little as 
16% pounds . . . built by automation to 
highest quality standards . . . priced so low 
that second and third sets will be bought 


for the home as frequently as extra radios. 


Admiral Corporation, Chicago 47 


Admiral 


PROGRESS—THROUGH GROWTH IN GROWTH INDUSTRIES 
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KNAPP, INC. 


“Cffalional Accounting Machines save us *26,500 
a year... paying for themselves every 6 months.’’ 


—WEBB & KNAPP, INC., New York 


r 
! 
! 
! 
! 
! 
1 
' 
i 
i 
' 
L 
oa 


“National accounting machines save us 
$26,500 a year, thus repaying our in- 
vestment about every 6 months. 
“Nationals render several benefits on 
our operation of real estate records. 
Statements are mailed promptly to all 
our tenants, with everything proven to 
be correct before they are mailed. We 
could not operate properly today with- 


out this promptness of mailing, com- 
bined with assured accuracy. 

“The machines’ simplicity, and the 
large part of our work that they do auto- 
matically, make it easy to train oper- 
ators. And our operators are happier 
because their work is made easier.” 


Hay » (60 


Secretary 
& Treasurer 
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In your business, too, Nationals 
will pay for themselves with the 
money they save, then continue 
savings as annual profit. Your 
nearby National man will gladly 
show you how. (See the yellow 
pages of your phone book, or 
write us at Dayton 9, Ohio.) 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


REPORT FROM TURKEY 


Anxkara—Of the many countries allied with the United 
States against the Communist threat, Turkey, in many 
respects is the most encouraging, most inspiring of those 
so far studied by Forsess’ editor. 

Here is a tough, purposeful, 24 million people working 

Adnan Menderes with unmatched determination to- 
ward a dream that all the experts 
agree is attainable—to become a 
strong, industrial-agricultural nation 
with a standard of living comparable 
to that prevailing in Holland, Den- 
mark, Western Germany, and Eng- 
land. The audaciousness of the ob- 
jective becomes clear when one real- 
izes that it was only in 1923, under 
the great Ataturk, that the Turks first turned their backs 
on their Oriental heritage; by fiat, out went the fez, the 
veil, the sultans, and the paraphernalia of a decayed, 
corrupt Ottoman empire. Moslem Turkey, without a 
backward glance, has faced squarely West ever since. 

Their achievements are enormous; so are their prob- 
lems. The latter are solvable, but they need under- 
standing, particularly in Washington. After visiting with 
the just-accredited new American Ambassador, Fletcher 
Warren, a warm, intelligent Texan who seems to possess 
the fighting qualities proverbially associated with that 
unique state, I think results will be forthcoming. 


Prime Minister 


| MILITARY BACKGROUND 


In the past 200 years the Russians have been involved 
in thirteen wars with the Turks. Despite 367 miles of 
border with the Soviets, there is, almost literally, no such 
thing as a Communist in Turkey. Their tough, 400,000- 
man army is today the biggest single “at ready” Eu- 
ropean fighting force in NATO. I spent many hours 
watching them train in the stony, mountainous terrain 
that separates them from the Reds. It was a reassuring 
sight. The top men in the American military missions in 
Ankara told me the Turkish army is, in fact, as good as 
it looks. Thousands of GI’s who fought alongside the 
Turkish brigade in Korea will tell you that for sheer guts, 
the Turkish brigade had no peer. 

Turkey, indisputably, is the most stable nation in the 
seething Middle East. With Nasser fanning Arab fa- 
naticism, flitting moth-like around the Red flame, only 
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monumental stupidity could lead this country to under- 
estimate the importance of Turkey to the defense of the 
free world. 


1! POLITICAL BACKGROUND 


Turkey’s Premier Adnan Menderes, 57, and President 
Celal Bayar, 72, belong to the ruling Democratic Party 
which swept the rival Republicans out of office in 1950. 
The Republicans, though they claim to be. descended 
from the party of Ataturk, are no longer very strong. 
The 10-year-old Democratic Party rests seemingly firm- 
ly on the support of businessmen on the one hand and 
the carefully cultivated peasant majority on the other 
hand. 

As the party of business, the Democratic Party has 
dispensed with much of the anti-foreign bias remaining 
from Ataturk’s extreme nationalism. Petroleum pros- 
pecting has been opened up to foreign oil companies 
since 1954. A bill permitting foreign investors to remit 
both their profits and original capital was drafted by the 
U.S.’ Clarence Randall and passed by the Turkish Par- 
liament. 

But it is the farmers, not economic liberalism, which 
have kept the Democratic group in power. Much of 
Turkey’s economic development has been directed to the 
farmers’ benefit; new roads and railroads speed their 
wheat, tobacco, fruits and other produce to market; more 
than 40,000 tractors have been imported to increase the 
peasants’ productivity; the price of their crops has been 
kept high. 

Said one English observer: “Tur- 
key, socially, politically and economi- 
cally, is much closer to democracy 
than any of its Moslem neighbors. 
For all their gropings, the Turks 
have made remarkable progress. By 
comparison, Nasser of Egypt has 
barely scraped the surface of fanati- 
cism and feudal privilege.” 

Only the government’s current moves against press 
criticism and political activities by opposition deputies 
cloud the picture. A decisive test of how well democracy 
as we know it has taken root in the new Turkey will take 
place during the next scheduled elections. 


New U.S. Ambassador 
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Hope from Texas 





lil ECONOMIC BACKGROUND 


From the point of .view of the orthodox economist, 
Turkey today is broke. It must now pay cash on the 
barrelhead for every import. In straining every nerve to 
industrialize, to modernize, to up the standard of living, 
the Turks have exhausted their credits and owe $160 
million to other nations, primarily France and Germany. 

American aid? Some $600 million have been advanced 
in the past eight years, less per capita than American aid 
to every other country. It has been ploughed into new 
roads, electric plants, sugar factories, and other “Point 
Four” objectives, with the great bulk of it indirectly 
spent for things of military value to NATO. 

The Turks are literally lifting themselves by their boot- 
straps. 

The industrialization program is a promising one. Few 
undeveloped nations have the per capita natural re- 
sources that lie buried under the rugged terrain of Asia 
Minor: coal, chrome, iron ore, copper, sulphur and prob- 
ably a good deal of oil. By investing a full eighth of the 
national income every year, the Turks have raised their 
total output nearly 50% in five years. Electricity pro- 
duction alone has gone up 70%. 

Unable to get all the outside help they needed, the 


400,000 “at ready” . 


Having been burned, the Europeans have become less 
trusting and Turkey has had to start bartering with the 
Iron Curtain countries. Last year it sent goat hair, to- 
bacco, cotton, sulphur, iron ore and borax behind the 
Curtain. In return, Turkey got Polish cement, news- 
print and steel, Hungarian textiles, glass and tractors, 
Rumanian paints, Russian machinery and Czech trucks. 
But this kind of trade is expensive and limited. It is no 
substitute for trade with the U.S. and Western Europe. 


IV CONCLUSION 


For two years the Turks have sought an American loan 
of $300 million but it has been so far rather brusquely 
brushed off in Washington. For some reason, Turkey 
has been singled out for American aid consideration to 
be approached from the point of view of a banker mak- 
ing a loan. If they didn’t need it, we would probably 
consider the granting of it sound financially. The Turk- 
ish need is so critical for two reasons: (1) The Turks 
have gone all out to build and maintain one of the finest 
armies in the world. (2) They have and are pouring 
their all into developing economic strength. 

In my judgment nowhere have Americans received 
more for every dollar of aid. 


+ . tough, rugged, purposeful 


Turks haven’t enough savings to pay for their ambitious 
projects. Saving has not kept up with investment. Thus 
not all their courage and toughness has saved them 
from inflation. 

This ambitious industrial expansion has produced a 
disastrous deficit in the Turkish balance of payments. 
Expanding beyond their immediate means, the Turks 
were buying more and more foreign goods to build plants 
and supply a rising standard of living. 

Prices rose faster than incomes, producing discontent 
which has been partly turned against the Menderes gov- 
ernment. In Istanbul alone the cost of living rose 10% 
during 1955. Nor has the Turkish fondness for govern- 
ment-owned business helped matters. Besides being in- 
efficient, this state capitalism has discouraged foreign and 
domestic investors who don’t want to compete with City 
Hall. 

For a long time European businessmen helped the 
Turks postpone the day of reckoning. Eager to get on 
the ground floor of the promising Turkish market, the 
French and Germans in particular shipped large amounts 
of goods to Turkey on credit. But the Turks couldn’t 
pay, and their suppliers became “involuntary creditors.” 
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In a short space of time we have poured twice as much 
into Yugoslavia with, as yet, undetermined results. We 
are fighting for the privilege of pouring two or three 
times as much into Egypt. Per capita, we have spent up 
to ten or fifteen times as much in countries ‘round the 
globe, with mixed results. 

If the Turks received not a single nickel more it would 
not change their attitude toward the Reds or toward 
NATO. They would remain our friends, our allies, and 
the strongest bastion in the Middle East. But they are 
bewildered at the way the State Department dickers and 
bickers about helping with needs that are recognized, 
that have been incurred doing the very things militarily 
and economically that we have been in vain trying to get 
our other allies to do. 


The Turks, to get back on their economic feet, need aid 
in an amount that approximates the cost of a super-car- 
rier. 


We ought to stop bedeviling, and resume encouraging 
the Turks—they have a tremendous future, and are 
playing a vital, unequivocating part in the precarious 
present. 


Forses, Jury 15, 1956 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


REPORT FROM TURKEY 


Anxara—Of the many countries allied with the United 
States against the Communist threat, Turkey, in many 
respects is the most encouraging, most inspiring of those 
so far studied by Forses’ editor. 

Here is a tough, purposeful, 24 million people working 

Adnan Menderes with unmatched determination to- 
ward a dream that all the experts 
agree is attainable—to become a 
strong, industrial-agricultural nation 
with a standard of living comparable 
to that prevailing in Holland, Den- 
mark, Western Germany, and Eng- 
land. The audaciousness of ‘the ob- 
jective becomes clear when one real- 
izes that it was only in 1923, under 
the great Ataturk, that the Turks first turned their backs 
on their Oriental heritage; by fiat, out went the fez, the 
veil, the sultans, and the paraphernalia of a decayed, 
corrupt Ottoman empire. Moslem Turkey, without a 
backward glance, has faced squarely West ever since. 

Their achievements are enormous; so are their prob- 
lems. The latter are solvable, but they need under- 
standing, particularly in Washington. After visiting with 
the just-accredited new American Ambassador, Fletcher 
Warren, a warm, intelligent Texan who seems to possess 
the fighting qualities proverbially associated with that 
unique state, I think results will be forthcoming. 


Prime Minister 


1 MILITARY BACKGROUND 


In the past 200 years the Russians have been involved 
in thirteen wars with the Turks. Despite 367 miles of 
border with the Soviets, there is, almost literally, no such 
thing as a Communist in Turkey. Their tough, 400,000- 
man army is today the biggest single “at ready” Eu- 
ropean fighting force in NATO. I spent many hours 
watching them train in the stony, mountainous terrain 
that separates them from the Reds. It was a reassuring 
sight. The top men in the American military missions in 
Ankara told me the Turkish army is, in fact; as good as 
it looks. Thousands of GI’s who fought alongside the 
Turkish brigade in Korea will tell you that for sheer guts, 
the Turkish brigade had no peer. 

Turkey, indisputably, is the most stable nation in the 
seething Middle East. With Nasser fanning Arab fa- 
naticism, flitting moth-like around the Red flame, only 
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monumental stupidity could lead this country to under- 


estimate the importance of Turkey to the defense of the 
free world. 


I! POLITICAL BACKGROUND 


Turkey’s Premier Adnan Menderes, 57, and Pregident 
Celal Bayar, 72, belong to the ruling Democratic Party 
which swept the rival Republicans out of office in 1950. 
The Republicans, though they claim to be descended 
from the party of Ataturk, are no longer very strong. 
The 10-year-old Democratic Party rests seemingly firm- 
ly on the support of businessmen on the one hand and 
the carefully cultivated peasant majority on the other 
hand. 

As the party of business, the Democratic Party has 
dispensed with much of the anti-foreign bias remaining 
from Ataturk’s extreme nationalism. Petroleum pros- 
pecting has been opened up to foreign oil companies 
since 1954. A bill permitting foreign investors’ to remit 
both their profits and original capital was drafted by the 
U.S.’ Clarence Randall and passed by the Turkish Par- 
liament. 

But it is the farmers, not economic liberalism, which 
have kept. the Democratic group in power. Much of 
Turkey’s economic development has been directed to the 
farmers’ benefit; new roads and railroads speed their 
wheat, tobacco, fruits and other produce to market; more 
than 40,000 tractors have been imported to increase the 
peasants’ productivity; the price of their crops has been 
kept high. 

Said one English observer: “Tur- 
key, socially, politically and economi- 
cally, is much closer to democracy 
than any of its Moslem neighbors. 
For all their gropings, the Turks 
have made remarkable progress. By 
comparison, Nasser of Egypt has 
barely scraped the surface of fanati- 
cism and feudal privilege.” 

Only the government’s current moves against press 
criticism and political activities by opposition deputies 
cloud the picture. A decisive test of how well democracy 
as we know it has taken root in the new Turkey -will take 
place during the next scheduled elections. 


New U.S. Ambassador 


Hope from Texas 
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_ spent for things of military value to NATO. 

The Turks gre literally lifting themselves by their boot- 
straps. 

The industrialization program is a promising one. Few 
undeveloped nations have the per capita natural re- 
sources that lie buried under the rugged terrain of Asia 
Minor: coal, chrome, iron ore, copper, sulphur and prob- 
ably a good deal of oil. By investing a full eighth of the 
national income every year, the Turks have raised their 
total output nearly 50% in five years. Electricity pro- 
duetien alone has gone up 70%. 

Unable to get all the outside help they needed, the 


400,000 “at ready” .. 


Having been burned, the Europeans have become less 
trusting and Turkey has had to start bartering with the 
Iron Curtain countries. Last year it sent goat hair, to- 
bacco, cotton, sulphur, iron ore and borax behind the 
Curtain. In return, Turkey got Polish cement, news- 
print and steel, Hungarian textiles, glass and tractors, 
Rumanian paints, Russian machinery and Czech trucks. 
But this kind of trade is expensive and limited. It is no 
substitute for trade with the U.S. and Western Europe. 


IV CONCLUSION 


For two years the Turks have sought an American loan 
of $300 million but it has been so far rather brusquely 
brushed off in Washington. For some reason, Turkey 
has been singled out for American aid consideration to 
be approached from the point of view of a banker mak- 
ing a loan. If they didn’t need it, we would probably 
consider the granting of it sound financially. The Turk- 
ish need is so critical for two reasons: (1) The Turks 
have gone all out to build and maintain one of the finest 
armies in the world. (2) They have and are pouring 
their all into developing economic strength. 

In my judgment nowhere have Americans received 
more for every dollar of aid. 
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Turks haven’t enough savings to pay for their ambitious 
projects. Saving has not kept up with investment. Thus 
not all their courage and toughness has saved them 
from inflation. 

This ambitious industrial expansion has produced a 
disastrous deficit in the Turkish balance of payments. 
Expanding beyond their immediate means, the Turks 
were buying more and more foreign goods to build plants 
and supply a rising standard of living. 

Prices rose faster than incomes, producing discontent 
which has been partly turned against the Menderes gov- 
ernment. In Istanbul alone the cost of living rose 10% 
during 1955. Nor has the Turkish fondness for govern- 
ment-owned business helped matters. Besides being in- 
efficient, this state capitalism has discouraged foreign ‘and 
domestic investors who don’t want to compete with City 
Hall. 

For a long time European businessmen helped the 
Turks postpone the day of reckoning. Eager to get on 
the ground floor of the promising Turkish market, the 
French and Germans in particular shipped large amounts 
of goods to Turkey on credit. But the Turks couldn’t 
pay, and their suppliers became “involuntary creditors.” 
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In a short space of time we have poured twice as much 
into Yugoslavia with, as yet, undetermined results. We 
are fighting for the privilege of pouring two or three 
times as much into Egypt. Per capita, we have spent up 
to ten or fifteen times as much in countries ’round the 
globe, with mixed results. 


If the Turks received not a single nickel more it would 
not change their attitude toward the Reds or toward 
NATO. They would remain our friends, our allies, and 
the strongest bastion in the Middle East. But they are 
bewildered at the way the State Department dickers and 
bickers about helping with needs that are recognized, 
that have been incurred doing the very things militarily 
and economically that we have been in vain trying to get 
our other allies to do. 


The Turks, to get back on their economic feet, need aid 


in an amount that approximates the cost of a super-car- — 


rier. 


We ought to stop bedeviling, and resume encouraging 
the Turks—they have a tremendous future, and are 
playing a vital, unequivocating part in the precarious 
present. 


Forses, juuty. 15,1956 
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DRUGS 





Competition is tough and obsolescence is incredibly rapid, But 
in the burgeoning $1-billion-a-year prescription drug industry, 
Abbott Laboratories’ Ernest Volwiler would also agree that .. . 


IT PAYS TO BE ETHICAL 


Back in the late 1880s, an enterpris- 
ing young Chicago doctor named 
Wallace Calvin Abbott became dis- 
gusted with the unstable, and often 
harmful, drugs he and his fellow phy- 
sicians were forced to work with. 
Turning the kitchen of his home into 
a makeshift laboratory, he soon hit 
upon a way to make dosages safe 
simply by taking a crude drug and 
separating its pure and beneficial al- 
kaloids from its damaging properties. 
To publicize his work, he inserted in 
a medical journal an advertisement 
which read: “Wanted—Every reader 
of The Medical World using or in- 
terested in DOSIMETRIC GRAN- 
ULES to send me their address at 
once.” Despite its uninspired style 
and questionable grammar, Abbott’s 
25c ad netted $8 in orders. Also, and 
more importantly, it launched him on 
a new career as one of America’s 
pioneer makers of ethical drugs. 
Small Beginnings. In thus springing 
from humble beginnings, today’s $98- 
million Abbott Laboratories* has 
little to distinguish it from many an- 
other great U.S. corporation which 
likewise originated from a_ single 
scientist's search or a lone business- 
man’s enterprise. But in one respect, 
at least, Abbott is unique. Today, as 
then, Abbott Laboratories still makes 


*Traded NYSE. Price range (1956): high, 
4576; low, 394%. Dividend (1955): $1.80. - 
dicated 1956 yrs: 45c quarterly. Earnin 

per share (1955): $2.48. Ticker symbol: ABT. 
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its primary sales pitch to doctors and 
to hospitals. Recently, it is true, 
Abbott has unbent so far as to adver- 
tise Sucaryl, its non-caloric sweeten- 
er, in such non-technical media as 
Ladies Home Journal. But basically 
it is specialized service to the hospital 
market that Abbott relies on to sell 
the biggest proportion of its 700-odd 
ethical} drug products. 


ti.e., drugs sold by prescription, as op- 
pos to “proprietary” drugs whith are sold 
reely over store counters. 





VOLWILER & HOBBY: 
no field for the gun-shy 


Such a staid institutional market, 
related as it is to human suffering, 
might hardly seem a likely place to 
make money. But such is the crea- 
tive vitality of free enterprise capi- 
talism that the U.S. ethical drug 
makers, elbowing one another for 
markets and thriving lustily on hamd 
profits competitively garnered, haVe 
helped give the U.S. a standard of 
health to match its peerless standard 
of living. 

Health & Enterprise. Thus, just as 
U.S. automakers or chemical com- 
panies depend on profits for seed cash 
and incentive, so do the ethical drug- 
makers. Their stocks are traded on 
Wall Street. Many an investor, seek- 
ing an investment that will prosper 
in bad times as well as good, has 


salted drug equities away in his 
safety deposit vault. 
Abbott, housed in a_ sprawling 


plant in the drowsy, sunbaked prairie 
town of North Chicago, Ill. (pop.: 
8,600) is a good example of how hu- 
man welfare can also be good busi- 
ness. As the U.S.’ fourth largest eth- 
ical drugmaker (after Charles Pfizer; 
Merck; and Parke, Davis), Abbott is 
publicly owned by some 15,250 com- 
mon stockholders, and is healthily 
profit-minded. Its chairman, James 
F. Stiles, Jr., who doubles in brass as 
company treasurer, keeps a close and 
watchful eye on the balance sheet. 
So does the company’s operating 
chief, serious, scholarly Ernest Henry 
Volwiler, 62, a chemist by training 
and profession, who rose through the 
research ranks to become president 
in 1950. 

Self Destruction. Volwiler is well 
aware of the dual nature of his job. 
“This may,” he told Forses one day 
last month, “seem like a weird way 
to make a living. In trying to do 
away with disease, we’re actually in 
business to destroy our own markets.” 

Then, sitting back in shirt-sleeved 
comfort from the sheaf of laboratory 
reports piled on his desk, Volwiler 
added: “Still it’s a challenging busi- 
ness. The risks, mind you, are great. 
But, let’s face it. So are the poten- 
tial rewards.” 

As a chemist and a businessman, 
Ernest Volwiler knows whereof he 
speaks. Today the US. ethical drug 
market grosses $1 billion a year and 
is growing fast. But products, prices 
and positions change with bewilder- 
ing rapidity. For all its sedate ap- 
pearance there is much more of the 
hectic roulette hall than the drowsy 
drawing room in the U.S. drugmaking 
business. 

The drug business as it is pres- 
ently constituted is a constant race 
to come up with new products before 
the competition knocks all the profits 
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new pharmaceuti- 
; ean cure a drugmaker’s 
cal einents for very long. Merck’s 
example, fell from $161 

. in 1952 to $145 million two 
s later, before recovering to $158 
mpion last year. Parke, Davis, 
grossed $123 million in 1955, 

also pulled itself from a trough into 
which it slid when a medical clamor 
‘ever the injurious side-effects of 
Chloromycetin slashed sales to $109 
million in 1953. Even by last year, 
Parke, Davis’ sales were still well 
below the $138 million tallied in 1951. 

Abbott, while it was never this 
hard hit, has found itself on a furious 
treadmill just to keep sales advanc- 
ing at a 5% or 6% annual rate. 
“There’s not much time for rest 
around here,” says Ernest Volwiler. 
“In fact this is one business where 
we wake up in the morning and won- 
der if a revolution has broken out 
during the night.” 

But, if the risks are high and the 
competition fierce, as Volwiler has 
often remarked, the opportunities are 
also intoxicatingly alluring. Since 
1946 sales of ethical drugs have al- 
most trebled. During the next decade, 
according to some estimates, they 
will increase another 60% or 70%. 

Deeper Meaning. As far as the en- 
tire human race is concerned, how- 
ever, the sudden burgeoning of the 
ethical drug industry has had an ever 
deeper significance. In the years 
since Wallace Abbott's death, and 
particularly in the decade since the 
end of World War II, dread diseases 
which had confounded mankind for 
centuries have tumbled like tenpins 
before the onslaught of the sulfas and 
antihistamines, the antibiotics and the 
steroids. Such miraculous drugs Wal- 
lace Abbott knew nothing of, but 
nowadays teams of zealous chemists 
seem to pump them from their labo- 
ratories with almost mechanical pre- 
cision. 


YARDSTICKS OF DRUG MANAGEMENT 


GROWTH POWER 


EARNING POWER | 








poe 
So 
Be 








Seal ah te ddler- cases. For not even — 
the most startling 


Abbott Merck Pfizer Parke, Davis 





CHAIRMAN STILES: 
paydirt on the prairie 


As a direct result, septicemia, men- 
ingitis and pneumonia have been 
knocked akilter. Typhoid and tuber- 
culosis are under better control. 
Polio has been bowled over. Anti- 
histamines have removed the sting 
from countless allergies. Arthritis, 
epilepsy, sleeping sickness and men- 
tal illness are inevitably succumbing 
to the new synthetic steroids and 
workhorse antibiotics. And in the 
years ahead, scientists believe, cancer 
and the common cold will hang in 
their proper places beside polio and 
pneumonia in the drug industry’s 
trophy-room. 

In such an atmosphere of progress 
and human accomplishment, talk of 
profits may sound crass indeed to 
some. Not so to drugmen. On this 
score both stockholders and idealists 
can rest secure. No one realizes bet- 
ter than men like Ernest Henry 
Volwiler that it takes money to build 
the necessary plants and laboratories, 
and that profits from today’s drugs 
foot the bill for the research and dis- 
covery of tomorrow’s new wonder 
cures. 

Hale & Hearty. So far as profits 
are concerned, the drug industry is 
reassuringly sound and _ healthy. 
Abbott’s net profits last year were 














- greater than its total sales in 1938. 
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In the same period its sales have 
grown nearly 900%. Competitor 
Merck’s sales grew some 1,000%, its 
per share profits 23-fold. Even pon- 
derous Parke, Davis has boosted sales 
300%, per share profits 65%. Yet, on 
Wall Street they call Parke, Davis the 
laggard of the industry. 

In terms of profit margins, more- 
over, the drugmakers are the envy of 
many a less restrained industry. After 
taxes, in the past five years Abbott 
has managed to clear a net profit of 
10.7¢ on the sales dollar. Merck 
cleared 8.7c, Pfizer 10.7c and Parke, 
Davis 11.3c. Such industrial giants 
as General Motors and General Elec- 
tric had to be content with a mere 
9.6c and 6.5c respectively. 

Hanging Bacx? But Abbott, from a 
sales standpoint, at any rate, is in 
some ways looked upon as the one 
company among the Big Four ethical 
drugmakers which has been rewarded 
the least for its recent efforts in the 
laboratory. Whatever their profit 
margins, its bigger rivals have been 
racking up the most spectacular sales 
gains (see chart). Part of Pfizer’s 
and Merck’s gains, to be sure, can be 
attributed to recent mergers. On its 
part Abbott has not brought another 
company into its corporate fold since 


1930. 


But there is still another reason for 
Abbott’s slow pace: its inability to 
develop and market the kind of his- 
tory-making drug all drugmakers 
pray for—the drug which is so vastly 
superior to its predecessors as to send 
sales and earnings rocketing to dizzy 
heights. In the past few years, for 
instance, Pfizer managed to get tre- 
mendous mileage out of its anti- 
biotics, particularly its famed broad- 
spectrum Terramycin. Parke, Davis 
gathered national headlines (and at 
least a smattering of short-lived pros- 
perity) with its broad-spectrum 
Chloromycetin. Merck found a gold 
mine in steroids like cortisone and 
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hydrocortisone. 

A small ethical drugmaker, Scher- 
ing, has smashed into the big time on 
the strength of its anti-arthritis 
steroids, Meticorten and Meticor- 
telone. Smith, Kline & French has 
been cleaning up with its mental 
health drug, Thorazine. Bristol- 
Myers has ridden to new heights on 
its broad-spectrum antibiotic, Tetra- 
cycline. 

Abbott, meanwhile, has been plod- 
ding profitably but unspectacularly 
along. “Out of the 700-odd drugs we 
market,” Volwiler admits, “there just 
isn’t any single one which towers 
above the rest.” 

Hasty Conclusions. Leaping to con- 
clusions, some Wall Streeters have 
thought they had Abbott neatly 
tabbed as a prairie drugmaker which 
achieved a drowsy kind of stability 
by somehow avoiding the more sen- 
sational drugs. Few things get under 
Volwiler’s skin more than this kind of 
hasty generalization. “That’s abso- 
lutely untrue,” he thundered above 
the monotonous drone of cicadas out- 
side in the sunburnt air. “In fact, 
you can just bet we’d like to get our 
hands on something like, say, Thora- 
zine. Or Meticorten. We'd take a 
risk like that any time.” 

Actually, Volwiler has been taking 
his full share of risks in the very 
field where risks are chronically the 
greatest—antibiotics. Because anti- 
biotics are relatively easy to dis- 
cover (Abbott alone finds an average 
of 15 to 20 every month), drugmakers 
big and small are literally scrambling 
among their test tubes searching for 
another penicillin, another strepto- 
mycin, another terramycin. For 
Abbott as well as everyone else, the 
problem is to find the exceptional 
antibiotic, the one which is effective 
without being toxic or irritating. 


“We're actually playing percent- 
ages on a long-term basis,” explains 
Volwiler. “Discovering an antibiotic,” 
echoed one of his lieutenants, “is like 
playing a slot machine. You hit a 
lot of lemons, but sooner or later 
you're bound to hit the jackpot. If 
you're lucky, you'll hit it early, but if 
you're just persistent, you should 
cash in eventually.” 


Abbott actually hit paydirt in a 
relatively modest way in 1952 with 
Erythrocin, an oral antibiotic that 
proved to be especially effective 
against coccic infections. Later it 
brought out Fumidil, which worked 
well against ambebic dysentery. This 
year Volwiler plans to market still 
another, which he has cautiously de- 
scribed as “a derivative of penicillin.” 

“It looks good now,” says he can- 
didly, “but I’m not making any pre- 
dictions. I'd be foolish to. For one 
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' thing, I haven’t the slightest idea 








what the other fellows have in their 
own antibiotic pipelines.” 

A Gap in the Formula. For all their 
sensational discoveries, however, none 
of the big drug companies have dis- 
covered the formula for permanent 
profits. Neither Parke, Davis, despite 
the comeback of its Chloromycetin, 
nor Merck, even with its hydrocorti- 
sone, are currently repeating the bal- 
ance sheet success they achieved in 
1951. Nor is the reason too difficult to 
fathom: in what must generally be 
regarded as one of the most uncertain 
industries man has ever devised, big- 


Annual Sales 1947-49 = 100 





1952 


1953 
*Merck & Co., Parke, Davis & Co., Chas. Pfizer 


1950 =: 1951 1954 = 1955 


ness alone is neither a positive guar- 
antee of prosperity nor even an as- 
surance of stability. 

Unfortunately, management can do 
very little to convert drugmaking 
into a cut-and-dried certainty. They 
can, to be sure, hire the best scientists 
available. They can give them the best 
laboratories money can buy. They 
can also: unstintingly pour millions 
of dollars every year into research. 
Abbott’s research bill in 1955 alone 
came to about $3.7 million, a com- 
mendable 4% of sales. But there is 





one vital iu, -dient which no drug- 
maker has ever been able to pur- 
chase: the fickle caresses of Lady 
Luck herself. 

Fate. Nowhere, perhaps, im. the 
whole broad fabric of U. S. indwgtry, 
does chance play such a leading role. 
“Suppose,” said Volwiler, “we dis- 
cover a drug which we think has great 
possibilities. If it’s patentable wholly 
or in part, we take out a patent. But 
that doesn’t even assure us of making 
a decent profit. Any one of a dozen 
other firms may develop something a 
day or two later which is equally 
good, if not better. If it’s better, our 
own product is hopelessly obsolete 
even before we get started. And if a 
drug is not fully patentable, we may 
barely have time to write off our re- 
search and development expenses be- 
fore the other fellows are swarming 
into the field.” 

When the “other fellows” get into 
the act, drug investors have learned 
from sad experience, the picnic is 
soon over. Penicillin, the first wonder 
antibiotic and perhaps the greatest 
drug ever discovered, was introduced 
only 12 years ago. But penicillin has 
long since become just barely profit- 
able for the many manufacturers who 
make it. (Abbott has weathered the 
price cuts better than most by devel- 
oping specialty forms of penicillin.) 
But even the price of a more recent 
antibiotic, streptomycin, tumbled 97% 
in just five years, while the price of 
Merck’s once-wondrous cortisone was 
hacked 90% in just two. 

No Losers. Whatever Abbott’s 
chances of coming up with a really 
big money-maker in the next few 
years, one thing is fairly certain: the 
chances of Abbott Labs taking a seri- 
ous licking are comfortingly small. 
“In all the years I’ve been here,” says 
Ernest Volwiler, proudly rapping his 
knuckles on his polished desk, “we’ve 
never lost money on a single one of 
our major drugs.” 


That, of course, is a boast that not 
all of Abbott’s competitors can 
honestly make. But the fact that it is 
a boast is highly indicative of the 
risks of the drug business. It is equally 
indicative of the kind of man it takes 
to run one. Not just a business man. 
Not just a scientist, nor a production 
man, nor a salesman. It requires a 
particular combination of all four. 
This is the kind of role that Ernest 
Volwiler has prepared for with a kind 
of quietly efficient competence ever 
since 1918, when, as a young PhD out 
of the University of Illinois, he signed 
up with Wallace Abbott as-a research 
chemist. 


Two years later Volwiler ‘was 
Abbott’s chief chemist. By 1930’ he 
was a company director with a solid 
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for having developed 
topical anesthetics like 
Butesin, a hypnotic called 
ler lal (today it is still one of the 
warhorses in Abbott’s stable), and 
Pentathol, an intravenous general 
anesthetic still in wide use. From this 
solid foothold in barbiturates, Vol- 
wiler broadened out into newer drugs 
—sulfas, vitamins, antihistamines, 
antibiotics. (“Never let it be said,” 
laughed one of his associates, “that the 
old barbiturate manufacturer took 
too strong a dose of its own medi- 
cine.”’) 

One of Volwiler’s discoveries was 
Tridione, a drug which he frequently 
mentio.,s when illustrating that the 
fickleness of fortune can often work 
to a drugmaker’s advantage. “We 
were simply looking for a pain re- 
liever stronger than aspirin,” he said. 
Instead, we found an anti-convulsant 
which is very effective against petit 
mal epilepsy.” 

In 1950, Volwiler took over the 
presidency of a company that was 
turning out no less than 1,000 different 
pharmaceuticals. “Many of them,” 
said Volwiler, “were older drugs that 
were no longer profitable. Since other 
companies were making enough to 
supply the trade, we cut 300 or so 
from our list and ended up with the 
profitable line we have today.” 

New Hopefuls. As time goes on, 
unquestionably other items in Ab- 
bott’s fat catalogue will become un- 
profitable and ripe for pruning. One 
of the problems is to keep pulling new 
products out of the research hat to 
replace them. In the months ahead, 
Abbott is getting ready to launch a 
whole team of such new hopefuls, in 
sharp contrast to 1955, which Volwiler 
himself describes as “nothing spec- 
tacular.” 

Among them are a new pharma- 
ceutical for the treatment of peptic 
ulcers, a drug for treating grand mal 
epilepsy, a new oral anesthetic, a 
“different” tranquilizer and the new 
antibiotic already mentioned. 

“This gets a little ticklish,” said 
Volwiler. “If we could bring out one 
new product every three months, 
we'd be doing just fine. But when we 
have five coming out at once, we not 
only have to decide on the order of 
introduction but how much to spend 
promoting each one. It’s possible to 
guess wrong. That’s why we have to 
keep flexible—quick on our feet get- 
ting in and getiing out.” 

Playmaker. In getting deeper into 
the tranquilizer field, Volwiler is 
treading where many other drug- 
makers (among them: Vick Chemi- 
cal, Pfizer, Squibb, Sterling, Lilly, 
Upjohn, American Home Products 
and Smith, Kline & French) have trod 
before. “We know,” said Volwiler, 
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RADIO ISOTOPE SCIENTISTS: 
between lab and production ... 


“that we have to have something 
better to stand a chance.” But in Vol- 
wiler’s book, the chance is also well 
worth taking. Mental health drugs 
have blossomed into a $75-million-a- 
year business just since 1954. “This 
is a game,” said Volwiler, “where you 
have to play with blue chips. You 
have to play with nerve and skill, and 
you have to make your play first. The 
fellow who’s a split second too late 
has an awfully hard time.” 

Never a man to miss an opportunity 
to cash in on some new discovery, 
regardless of the form in which it 
may appear, Volwiler has partially 
side-stepped the competitive wars 
with a couple of other hot items, one 
of which is not an ethical drug at all. 
Called Sucaryl, it is a non-caloric 
sweetener which Volwiler is aiming 
at diabetics and millions of waistline 





INTRAVENOUS EQUIPMENT: 
+++ @ courtship of lady luck 





worriers via a concentrated barrage 
of consumer advertising. (In Abbott 
Labs’ executive dining room, even 
the trim members of Volwiler’s man- 
agement team dutifully drink Suc- 
aryl-sweetened coffee when washing 
down an Abbott vitamin pill.) 

The other items are the radioactive 
drugs Abbott has turned out at its 
Oak Ridge laboratory since the 
end of World War II. At Oak Ridge, 
Abbott processes radio isotopes, in- 
corporates them into synthetic com- 
pounds, ships them off to hospitals 
where they are used in brain tumor 
surgery and in treating diseases of the 
thyroid. 

“Radio isotopes pay their way,” 
said Volwiler, “but we don’t make 
much profit on them. We offer them 
more or less as a service to the medi- 
cal profession. They tie in nicely with 
our ethical drug business, and that’s 
the business we’re in to stay.” To 
prove it, last month Volwiler bought 
Abbott a 207-acre farm which will 
serve as a facility for research into 
another promising field: feed addi- 
tives and drugs for poultry and farm 
animals. 

Vast Horizons. For a business that 
can find opportunities in everything 
from chicken feed to radio isotopes 
and from vitamins to mental health 
drugs, the horizon obviously is virtu- 
ally unlimited. Drugmaking basically 
is a business of intellectual and scien- 
tific discovery and, as Volwiler once 
put it: “In contrast to the physical 
world, the human mind has no finite 
limits.” 

Having no finite limits, the world 
of drug discovering and drugmaking 
is quite naturally a world of constant 
change and improvement. “From a 
medical standpoint,” said Volwiler 
last month, “there never has been a 
perfect drug and there probably 
never will be. 

“In a slightly different sense,” he 
added, “neither is there a perfect 
drug from the profit-and-loss point 
of view. In a way the business-perfect 
drug is the one you can make for 10c 
and sell for $1. But even then, the 
only way you can guarantee your 
market is to make sure it’s habit- 
forming—and that your competitor 
isn’t going to come up with something 
better tomorrow.” 

Certainly such a situation was more 
than Abbott’s venerable founder bar- 
gained for in his early kitchen experi- 
ments. But in a sense he would have 
approved. For, though the search for 
a perfect, profitable and obsolescence- 
proof drug can really never succeed 
for long, the drugmakers in search- 
ing for it are boldly and skillfully 
pushing back the frontiers of human 
experience. 
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CREDIT 


REHABILITATION 
OF THE RENTIER 


Long buffeted and neglected, 
the thrifty, small saver seems 
to be coming into his own. 
Witness France’s novel new 


“stock bond.” 





In the dismal Thirties interest rates 
were scraping bottom and worried 
consumers kept a tight rein on their 
purse strings. It was generally agreed 
that the trick for restoring prosperity 
lay in getting people to save less and 
spend more. Flexing his famous wit, 
the great British economist John 
Maynard Keynes jokingly suggested 
as a solution the “euthanasia of the 
rentier” (i.e., mercy killing of people 
who live on interest and rents). 

Since then the wheel has come full 
turn. Technological progress and a 
global boom have created a tremen- 
dous demand for savings to finance 
economic expansion. Today the small 
saver is pampered, coaxed and whee- 
dled, but sometimes to little avail. In- 
stalment buying has made spending 
deceptively easy. And, particularly in 
such countries as France, too many 
generations of middle class savers 
have seen too many nest eggs de- 
stroyed by inflation. 

The French Way. Last month, as they 
have at many crises in their national 
life, the French came up with a novel 
remedy which, whatever its merits, 
was eloquent testimony to the new 
prestige of the small saver. 

“The saver,” proclaimed France’s 
Finance Minister Paul Ramadier, 
“should become a kind of stockholder 
whose dividends vary in proportion 
with the gross national product.” To 
accomplish this seemingly contradic- 
tory blending of stocks and bonds, 
Ramadier’s experts had produced a 
clever hybrid. Instead of being fixed, 
“interest” on the bonds will rise as 
the French national income rises. 


If the French Gross National Prod- 
uct grows according to plan, the bonds 
will yield 8.65% in their tenth year, 
close to 11% by their fifteenth. Rama- 
dier referred to prospective owners 
of the new bonds as “stockholders in 
the French economy.” But unlike 
stockholders of the ordinary garden 
variety, owners of the new bonds will 
be guaranteed a minimum return of 
5%, come what may. 

London Lottery. Ramadier hopes the 
issue will “promote the saving func- 
tion among the people of France.” 
Whether the new stock-bonds can 
achieve this ambitious goal remains to 
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FRANCE’S RAMADIER: 
an accordion for thrift 


be seen, but one thing is certain: 
France is not alone in encouraging ‘its 
people to spend less and save more. 
Even the staid British were talking 
about a new kind of government bond 
which would reward their owners 
with tickets in a national lottery. 
French private industry appeared to 
be taking a similar tack. Simca Motor 
Company recently sold $14 million in 
bonds whose interest rate will rise as 
Simca’s profit grows. 

Sighed one economist: “It’s been a 
long time since the old Calvinist vir- 
tue of thrift was popular, but it looks 
as though the worldwide hunger for 
capital is going to restore it to re- 
spectability.” 


Millions of Shares* 
TRADING TREND 


1953 «(1954 «(1855 1556 
*All figures for first six months only. 
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TIRED BULL? 


Maybe the bull market is over 

and maybe it’s just pric 

but some brokers are already 
feeling the pinch. 





Watt STREETERS were worrying a 
wellworn topic of business conversa- 
tion with monotonous indecisiveness 
last month: is the seven-year-old 
bull market breathing its last in an 
apparently uncertain market? Or is 
the current lull little more than a 
breather, the prelude to a new climb? 

In one respect at least there was 
no room for argument. If the bull 
market is not over, it has ¢ertainly 
lost a lot of its steam. In June, com- 
mon stock trading volume on the Big 
Board sank to the lowest level since 
February 1954. Sales were down a 
sharp 36% from a year earlier and 
nearly 10% from the preceding 
month. Brokerage offices were no 
longer jam-packed at lunch hour, 
telephones no longer jangled inces- 
santly. A year ago commuting Man- 
hattan customers’ men often found 
themselves working late hours to 
catch up on paper work. Now many 
of them were once more running for 
the 4:45 out of Grand Central. 

Business, of course, is still good, 
even if it is no longer booming. 
Though Wall Street has lost its land- 
office air, trading for the first six 
months of 1956 was still 25% higher 
than for 1954’s first half, and a good 
50% better than 1953’s. 

Even so, a few brokers were al- 
ready crying the blues. Said one: 
“Maybe I’m spoiled by those 3- and 
4-million share days in 1955 and late 
1954. But look at what our expenses 
are today and all the expanding we 
had to carry out. Frankly, we defi- 
nitely begin to hurt when daily vol- 
ume drops below the 2-million share 
level.” 


THE TEST 


Judging by steel stock prices, 
Main Streeters don’t measure 


up. 


How sophisticated are Main Street’s 
investors? Not very, Wall Street con- 
cluded early this month. Their test: 
the time-honored injunction “Don’t 
sell on strike news.” The occasion: 
the start of the big 1956 steel strike. 
To judge by the action of the mar- 
ket, the typical investor estimated 
that a strike would be bad for steel 
company earnings; labor peace, good. 
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the opening days of steel- 
’ last work week, when there 
‘to be some chance that a 
s might be averted, the steels 
strong. Big Steel rose from 54% 
4, Bethlehem frém 146% to 
Republic from 43% to 46%. 
When the workers walked out, all the 
major steel stocks dropped quickly. 
The big question in Wall Street 
was: why? If a strike would hurt 
steel company earnings, there had 
been plenty of time beforehand for 
the market to discount that fact. But 
even that assumption was question- 
able. With many steel users loaded 
to the gills with inventories, labor 
peace might actually have brought 
overproduction later in the year, and 
an eventual cutback in operations. 
On the other hand, many Wall 
Streeters believe, the strike is actually 
a bullish influence: in good measure, 
it will improve the chances of high 
steel production late this year. Main 
Street, however, apparently did not 
see it that way at all. 


SANCTUARY 


For years now a few U.S. 
corporations have been build- 
ing private havens for tax- 
harassed stockholders. 


ArrTer considerable prodding by the 
Eisenhower Administration, in 1954 a 
somewhat reluctant Congress gave 
investors a small measure of relief 
from vexatious double taxation of 
dividends.* It made few people 
happy, however. Most Wall Streeters 
felt that the $50 dividend exemption, 
the 4% tax credit was hardly more 
than a gesture. From the Left came 
complaints that the Administration 
was favoring the well-to-do at the 
, expense of the non-stockholding 
rank-and-file. 


Out of Reach. Whatever the fate of 
this first, faltering effort to help the 
investor, there was last month at 
least a small stockowning minority 
who could view the outcome with a 
certain amount of equanimity: the 
owners of a handful of U.S. corpora- 
tions (see table) whose dividends, 
for a variety of reasons, are safe from 
the long reach of the income tax 
collector. 

How have they accomplished this 
minor miracle? Actually there is 
nothing mysterious about it. Take 
as an example the case of New. York’s 
$101-million General Precision Equip- 
ment Corp. For the past 12 years 


rations must hand over some 52% 
r pre-tax profits to the tax collector 
as corporate income tax. Then much of the 
remainin mtd a taxed a second time—as 
personal when it reaches the hands 
of stockholders as as dividends. 
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GENERAL PRECISION’S PLACE: 
he capitalizes on yesterday’s troubles 


General Precision has been mailing 
its stockholders dividends on which 
they need pay no income tax. What 
is more, General Precision President 
Herman Gauntlett Place expects to 
continue paying such tax-sheltered 
dividends “for several years at least.” 

What Place has done, in effect, is to 
turn yesterday’s misfortune into to- 
day’s tax advantage. In the Twenties 
General Precision made what turned 
out to be a bad investment. It took 
on a big block of what is now Twen- 
tieth Century-Fox Film Corp: and 
National Theatre, Inc. stock. The 
shares cost General Precision some 
$295 the pair. Today they are worth 
less than $33. 


='1956 Tax-Free Dividend Candidates 


The following g others, 
declared dividends either ‘partly or entirely 
income-tax free in 1955, and are in a good 
position to do so again in 1956.* 
1955 Portion 

Dividend Tax-Free 
California Oregon Power 1.60 1.12 
Central Public Utility 





SO SS ee 80 80 
Detroit Edison Co...... 1.60 .24 
Electric Bond & Share.. 1.25** 1.25 
Florida Power Corp.... 1.60 304 
General Precision 

Equipment........... 

$4.75 preferred... 2.375 2.375 
ee Ae ge 2.40 2.40 
Great Northern tron 

Ore Properties...... 2.75 464 
Pacific Power & Light... 1.30 742 
Rockland Light & Power .60 525 
Southwestern Public 

Service... 5.2.5. cee 1.32 698 
United Corp........... 30 30 


Washington Water Power 1.725 1.434 


*Subject to both Treasury Department review 
and future corporate developments. 
**60c in stock. 











Real Profit, Book Loss. By selling 
some of these shares every year, Her- 
man Place is able to show the tax 
collector a fat bodk loss, enough to 
offset a good part of his operating 
profit. For every 1000 shares he sells, 
Place “loses” more than $260,000. 
Thus, by the seemingly mysterious 
standards of the Internal Revenue 
Bureau, General Precision’s 60c quar- 
terly dividends are not payments 
from profits but simply “return of 
capital.” 

Actually, of course, General Pre- 
cision is doing well enough. The 
actual loss, when its investment in 
the movie business went sour, oc- 
curred years ago. But in this way 
the stockholders, if not the company 
itself, are able to get back at least a 
small part of the old losses. 


Giant Electric Bond & Share Corp. 
is able to do the same thing with its 
longtime holdings of American & For- 
eign Power. These stand on the com- 
pany’s books at a cost price of some 
$70 a share. By selling enough A&FP 
shares every year, Electric Bond & 
Share President George Gholson 
Walker is able to insulate his 33,800 
stockholders against personal income 
taxes on their dividends. 

Walker, in fact, does General Pre- 
cision one better. After allowing an 
interval to elapse, he buys back the 
A&FP stock he has just sold. This 
enables Electric Bond & Share to con- 
tinue its firm control over its Latin 
American utility subsidiary and at 
the same time slash its stockholders’ 
tax bills at no more than the cost of 
regular round trip brokerage com- 
missions. 

Other Paths. There are other ways 
tax-conscious managements can help 
cut stockholders’ tax bills. Great 
Northern Iron Ore Properties, owner 
of 65,100 acres of Mesabi iron ore 
lands in Minnesota, has its own de- 
vice. Great Northern has found it in 
the rules governing depletion of min- 
ing properties. 

Great Northern’s only source of 
livelihood is the royalties it gets 
from such companies as U.S., Bethle- 
hem and Jones & Laughlin Steel, 
which extract ore from Great North- 
ern’s properties. But as a “miner” 
Great Northern is entitled to deduct 
part of its income to cover depletion 
of its properties. The “dépletion” 
money ends up, like the rest of the 
profit, in the stockholders’ dividend 
envelopes. But, since it is not re- 
garded by Internal Revenue as profit, 
it goes tax free. Last year one-fifth 
of Great Northern’s dividends were 
thus out of bounds to the income tax 
collector. 

Nor does this exhaust the kinds of 
tax havens available to stockholders. 
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A recent switch on the same tech- 
nique is being used by Washington 
Water Power’s president and board 
chairman Kinsey Maxfield Robinson. 
When Robinson built his big Cabinet 
Gorge power plant the Government 
permitted him to speed up for tax 
purposes amortization on 65% of the 
$48 million cost. Thus Robinson finds 
himself with cash flowing in which, 
strictly speaking, is not profit. It is, 
however, available for dividends. By 
paying it out as dividends, Robinson 
was able to protect nearly three- 
fourths of his 1955 payout from the 
tax collector, expects to repeat the 
saving this year and next “and maybe 
even a little into 1958.” 

Day of Reckoning? Alluring as these 
tax savings may seem, however, “re- 
turn of capital” dividends are not 
entirely tax-proof. Eventually a day 
of partial reckoning comes. In his 
bookkeeping the stockholder is re- 
quired to reduce the cost basis of his 
stock by the amount of each dividend. 
Thus if, as and when he finally sells 
the tax-protected stock at a profit, 
he will have to pay a greater capital 
gains tax than he otherwise would. 

Quite clearly it is a case of a big 
bird in the hand being worth several 
small ones in the bush. As one Wall 
Streeter experienced in these matters 
puts it: “Show me the man who won’t 
take his chance on paying a capital 
gains tax sometime in the future—at 
half the regular tax rate—in return 
for freedom from income taxes right 
now.” 


MEAT PACKING 


HIGH ON THE HOG 


When the nation’s meatpack- 

ers issued their first midyear 

reports, Wall Street got an 
eyeful. 


“Ir I didn’t know that you have to 
tell the Securities & Exchange Com- 
mission the exact truth,” observed 
one Wall Streeter last month, “I 
wouldn’t have believed my eyes.” 

Cause of this astonishment was the 
midyear reports of the nation’s Big 
Six meatpackers, the first they have 
ever issued. In them, Wall Street in- 
deed found an eyeful. Altogether in 
the first six months of their odd fiscal 
year (which will end October 31), 
the Big Six packers sold some $2.9- 
billion worth of pork, beef, lamb, 
poultry and byproducts. Left on the 
hook as profit: an unaccustomed $34.3 
million. 

Widening Sliver. In any other in- 
dustry, such small rewards for so 
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MID-PASSAGE 





Though their dollar sales generally sagged in 1956's first 
half, the Big Six meatpackers’ profits spurted spectacularly. 
—Six Months Met 


—Six Months Sales— 


Company Millions 
SE PUREE vor si cctcscces secve Mees 
Armour ($470.0)................. 963.3 
RY rer rr ee 301.1 
EE IEE SC U'oc wc as caomaowas 162.4 
ME MEDD i530 05 cuss sews am 138.9 
John Morrell ($55.8).............. 164.5 





% Change Millions %Change | 
+1.4% $11.0 + 139% 
—2.1 10.5 + 204 
—7.7 48 + 433 j 
—7.4 2.2 + 158 
—8.6 3.4 + 183 
+5.3 2.4 + 412 





*Total assets in millions as of latest annual report shown in parentheses. 





much effort would seem dismal in- 
deed. But for the packers it was rela- 
tive plenty. Over the past 25 years, 
they have averaged less than one cent 
profit on each dollar of sales, and in 
recent years far less. In 1954, it was 
only 0.4c, in 1955 just 0.9c. By com- 
parison, the 1.2% margin the packers 
showed in their latest reports was 
wealth indeed. 

Tax credits and management 
streamlining had something to do 
with the packers’ widening sliver of 
profit. But the big item was a fact 
ef basic economics. Lower livestock 
prices kept consumers busy consum- 
ing meat, and the packers busy pack- 
ing it. Fundamentally, the packers 
make money when they handle big 
volumes, not necessarily when meat 
prices are high. Thus although fall- 
ing meat prices trimmed the packers’ 
dollar sales by some $50 million, the 
packers packaged more meat—pound 
for pound—than ever before in their 
history. Some were working on a 
53-hour week, and operating effi- 
ciency was high. 

Gloom Merchants. At bottom, how- 
ever, the meatpackers are funda- 
mentally pessimistic, and none of them 
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VEAL ROAST ON THE HOOF: 
for packers, a light diet 





would admit that midyear reporting 
(which they have resisted with high 
passion for years) was a good idea. 
“Interim figures have little meaning,” 
cautioned Cudahy’s President Louis 
Long. “No indication of the entire 
year,’ echoed Morrell’s William Mc- 
Callum. “Not a reliable indicator,” 
scoffed Wilson’s James D. Cooney. 
“No dependable criteria,’ chimed in 
Swift’s Porter Jarvis. 

None would go so far as to deny 
that 1956 promised to be a good year 
for their companies. But none was 
willing to say either that it would be 
a good one. Their stockholders’ right 
to know clearly seems less important 
to the packers than the gloomy les- 
son, the result of a century of bitter 
experience, that the lamb which is 
most eager to get out of the boxcar 
is likely to be the first to get his 
throat slit. 

Even when things go well, most 
packers have a continual sense of 
impending doom. When livestock is 
in short supply, they ruinously com- 
pete with each other for animals; 
at the same time, they face equally 
ruinous overhead on idled plants. In 
either case, they are at the not-so- 
tender mercies of the American 
housewife, who stubbornly refuses to 
buy the choice moneymaking cuts 
when prices rise too high. Since 70% 
of the meatpackers’ output is perish- 
able, they must unload their high-cost 
product at whatever price they can 
get. 

The result is all too apparent: 
traditionally, the packers’ profits have 
been lean and stringy. Cudahy, for 
one, is still $6.5 million short of mak- 
ing up the losses of its two deficit 
years since 1951. Even Swift, the U.S.’ 
biggest packer, saw its net profit melt 
from $33.9 million in 1953 to a mere 
$19.1 million in 1954, even though 
sales volume remained substantially 
the same. Swift now hopes mightily 
that it can partially solve part of its 
inventory problem with its new com- 
plete line of prepackaged frozen 
meats, an experiment which the rest 
of the industry is watching with quite 
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Fat. Swift is far and 
tter of the industry, 
- the nearest approxi- 
| te a blue chip in a business 
ie weeodiy the chips fall 
: et the mes they may. Swift 
of packer, a dividend 
record interrupted only once since 
1888, and probably as shrewd a man- 
as can be found anywhere 
‘packing business. 
- Oe big reason for its fiscal emi- 
meénce is that Swift faced up to a basic 
faet of life as soon as the war ended: 
that the industry was saddled with 
t6e much, too inefficient plant. Swift 
promptly trimmed and pruned, fol- 
lowed up by modernizing its other 
eéntury-old operations. The rest of 
the industry was slow to follow suit, 
and its balance sheets betray the 
unwisdom of the delay. 

Events finally forced their hands. 
Thus since 1951, Cudahy’s L. F. Long 
has closed down four slaughterhouses 
and sold his Old Dutch Cleanser sub- 
sidiary. In doing so, he virtually cut 
his sales in half. But it has been well 
worth it. By last year Cudahy had 
also doubled its profits. So far this 
year it has made 2% times as much 
profit on only $139 million sales as it 
did in 1951 on $640 million. In just six 
months, Cudahy’s Long has banked 
26% more profit than in all of 1955. 

Active Cleavers. The same lesson 
has not been lost on Wilson & Co. 
Last fall President James Cooney 
closed down his company’s ancient 
and unprofitable Chicago slaughter- 
house, took up the slack by expanding 
his Cedar Rapids, Omaha and Albert 
Lea (Minn.) operations. By so do- 
ing, he saved the $4 million difference 
between the estimated cost of spruc- 
ing up the Chicago abattoir and the 
actual costs elsewhere. Result: while 
Wilson’s sales dipped slightly in the 
first half, its profits were up 433% 

Armour’s President, Frederick W. 
Specht, chose instead to put $10 mil- 
lion into updating his Chicago plant, 
plus $6 million into improvements 
elsewhere. Then he raised his cleaver 
to. trim down Armour’s topheavy 
finaneial structure. By substituting 
debentures for existing preferred 
stock (with heavy dividend arrears), 
he saved $1.5 million in taxes. And 
with the preferred out of the way, 
the second largest packer’s 17,100 
common stockholders at last could 
see some hope for a resumption of 
dividends. 

The industry’s specialists have had 
other problems, and acted differently. 
Thus Morrell built two new plants, 
and bought out Philadelphia’s John J. 
Felin and Fort Worth’s Blue Bonnet. 
Result: higher sales and 41% larger 
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POINT OF ORIGIN: 
grandpa would have been amazed 


profits. Hormel, whose line of tinned 
meats has long been a profitable best- 
seller, simply made the most of what 
it already had, racked up a 15.8% 
gain in profits. 

Reservations. But the industry is 
not at all happy about the impression 
its six-months reports have made. 
One after another, the packers noted 
that their busiest season of the year 
was behind them. What was ahead? 
Nobody was at all enthusiastic. Typi- 
cal was the warning given by Mor- 
rell’s Bill McCallum. Said he, “Large 
quantities of inventory are (nor- 
mally) accumulated between Novem- 
ber and March, and the results for 
the second half of the year are ma- 
terially affected by changes in prod- 
uct values during that period. These 
are factors over which our industry 
and our company have no control.” 





ED BULLARD & FOREBEARER: 
“a symptom of growth” 











MACHINE TOOLS 








RECOVERY 


Famed Bullard Co. is making 


a dramatic comeback. 


One day in 1914, short-tempered 
Henry Ford blew up with impatience. 
The machine tools he had could not 
turn out precision-made interchange- 
able parts fast enough to keep his 
auto assembly lines busy. It took, old 
Henry snorted in disgust, 18 minutes 
just to turn out one flywheel. Object 
of his wrath: Bullard Co’s* - then- 
president Edward P. Bullard, Jr. 


“Why, Mr. Ford,” Bullard replied, 
“I can do that job for you in two 
minutes.” 

“You just cut our time in half,” an- 
swered Henry, “and we'll do bus- 
iness.” 

Bullard did better than that. Soon 
its newly devised Multi-Au-Matic 
machine tools, which later became 
universal workhorses in the auto 
business, were turning out flywheels 
at the rate of one a minute. Even 
skeptical Henry Ford admitted he was 
amazed. 


Ups & Downs. By keeping its cus- 
tomers amazed and bettering their 
demands, Bullard Co. has established 
itself as one of the kingpins of the 
U.S.’ up & down machine tool busi- 
ness. But its fortunes have been by 
no means always smooth. Last year, 
for example, Bullard Co.’s present 
president, Edward C. Bullard, 60,.was 
faced with one of the deepest stumps 
in the company’s 76-year history: By 
midyear, Bullard’s shipments totaled 
only $12.2 million, a 60% drop, and 
net had fallen from $3.9 million to 
$1.2 million. 

With costs rising and cash short, 
Bullard’s boss boldly suspended the 
company’s dwindling dividend and 
set about reorganizing his executive 
crew. That made it clear to every- 
body that the full year’s showing 
would be bad, and it was very bad. 
Altogether, Bullard went deeper into 
the red (a $1.03-million loss) than 
most stockholders could remember. 
What made it particularly frighten- 
ing was the fact that four years pre- 
viously, on only slightly higher sales, 
Bullard had turned a respectable $1.5 
million profit. 

“Actually,” says Ed Bullard now, 

“that deficit was just a symptom of 


growth. Everything just happened to 
come at once.” Items: 


e Defense orders trickled off to a 
virtual stop. 


*Traded NYSE. Price range (1956): pigh, 


3654; low, a Dividend ( a: $1. 
cated 1956 ut: .\rnings per aeare 
(1955): d $ rsh Ticker symbol, BLD 
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® Meanwhile Bullard was making 
the most radical changes in its prod- 
uct in its entire history: it was re- 
placing almost its entire line of ma- 
chine tools all at once, a job that 
turned out to be far more difficult 
and expensive than anyone had antic- 
ipated. As a result, sales slumped 
far faster than Bullard’s ample order 
backlog would have justified, and 
costs soared. 

® Moreover, Ed Bullard had set his 
heart on a big new $6.8-million grey 
iron foundry, which would enable 
him to save as much as $1 million a 
year by making castings himself that 
were being made elsewhere. 

® On top of all, Ed Bullard charged 
off all the costs of the changeover 
to current operating expense, a prac- 
tice that made the year’s earnings 
look bad but will make those of 
future years look better. Net result: 
while total sales dropped a full 40%, 
Bullard’s operating expenses fell only 
19%. 
Precise Profits. From here on out, 


"Ed Bullard believes he will be able 


to turn out profits with the same 
precision that Bullard turns out tools. 
Against a 2.8% profit margin in last 
year’s final quarter—6% is about 
average for a good year—he hiked his 
take to 3.2% in 1956’s first quarter, 
and notes that it has risen “consid- 
erably” since then, as extraordinary 
charges against income have dwin- 
dled. With sales up 32% in the quar- 
ter, Bullard was solidly back in the 
black (net profit: $353,297 vs. a 
$282,019 loss in 1955’s last quarter). 

But there was even stronger evi- 
dence of Bullard’s comeback in its 
order backlog, which rose to $23 mil- 
lion, the highest in its peacetime his- 
tory. New orders, Ed Bullard noted 
cheerfully, are piling up at the fastest 
pace in four years. 


PAPER 


THE SECRET DRESS 


If Kimberly-Clark has its 
way, by 1957 men & women 
will be wearing cheap throw- 
away clothes made out of 


paper. 


THE studio audience attending CBS- 
TV’s I’ve Got A Secret one night last 
month gawked, gasped, then burst 
into applause. The strapless, full- 
skirted jaunty dress worn by Actress 
Janet Blair was made entirely out of 
paper—or a kind of paper fabric de- 
veloped by Kimberly-Clark Corp. It 
was flame resistant and had wet 
strength properties, explained Guest 
Blair (whose dress was her “secret”), 
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ACTRESS BLAIR & DRESS: 
also disposable shirts 


and by 1957 women will be able to 
buy others just like it for less than 
$4. For the men, there will be throw- 
away shirts selling for less than $1. 
At show’s end, Model Blair’s paper 
dress was back in a box, ready for 
the return trip to Kimberly-Clark’s 
research headquarters in Neenah, 
Wis. 

Next day a Kimberly-Clark spokes- 
man, who had already received over 
100 phone calls regarding the dress, 
assured Forses it was no stunt, that 
the paper company has already put 
its K-2,000 fabric to such practical 
industrial use as disposable dungarees 
for workers in atomic energy work. 
Paper clothing for consumers, he in- 
dicated, is a bit further off, but “by 
1957 we'll be set.” Added he, sensing 
skepticism: “It’s a sound idea. It 
really is. You'll see!” 





KINSEY ROBINSON: 
competition was a welcome change 


UTILITIES 


CHANGE OF PACE 


When competition looms up, 
Washington W ater Power has 
some natural advantages. 


IF it isn’t one thing for Kinsey Robin- 
son, 61, it’s another. As President of 
Washington Water Power,* the 
Northwest's third largest (in plant) 
utility, Robinson has been kept con- 
stantly busy fending off public power 
interests who would like to confiseate 
the best parts of his system. A year 
ago, a public utility district annexed 
his 48,000 kilowatt Chelan generating 
plant. Now, however, Robinson feels 
that such threats are largely over. 
“The trend, not only here in the 
Northwest but everywhere in the 
country,” says he, “is definitely away 
from public power.” 

In Numbers, Strength. These days 
Robinson is butting up against an- 
other rival, the Spokane Natural Gas 
Co., which will begin piping in gas 
next August. Spokane will compete 
directly in Washington Water Power’s 
large heating market, but to Robinson 
mere competition is a welcome 
change. Moreover he isn’t worried. 
Washington Water Power’s average 
residential customer is an inveterate 
electricity user, currently consumes 
no less than 7,487 kwh annually vs. a 
national average of only 2,751 kwh. 
He has every inducement to do so: on 
average he pays only 1.25c per kwh 
vs. an average U.S. bill of 2.64c. 
Robinson thinks Spokane Natural 
Gas will be hard put to meet that 
kind of competition. 

If anything, Robinson expects the 
advent of natural gas to work in his 
favor, eventually draw more popula- 
tion and industry to his territory. If 
the newcomers use natural gas, well 
and good; but they can hardly do 
without electricity too. 

Plus & Minus. One by one, Robinson 
feels, events have worked to improve 
Washington Water Power's visible 
fortunes. After losing the Chelan sta- 
tion to a public utility district, a 
special election was called last winter 
in Stevens County to decide another 
issue: sale of the local PUD operation 
to Washington Water Power. Over- 
whelmingly, the voters approved the 
sale. “That,” observes Kinsey Robin- 
son, “just about evens things up. We 
lost 2,300 customers at Chelan; we’ve 
picked up 2,300 others in Stevens 
County.” 

Even without Chelan, Washington 
Water Power did well last year. Rev- 


*Traded NYSE. Price range (1956): high, 
384; low, 3534. Dividend (1 ): $1.724%. In- 
dicated 1956 payout: $1.80. Earnings per 
share (1955): 11. Ticker symbol: WP. 
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up nearly 7%, net up 
to $49. million. But it was not all 
due to operational finesse. Actually 
Robinson applied the $20 million he 
got for the Chelan plant to cut down 
Washington Water Power's $58 mil- 
lion indebtedness, piled up tc finance 
‘its Cabinet Gorge hydro station. With 
the debt down to manageable propor- 
tions, Washington Water Power’s fixed 
charges dropped sharply, leaving 
room for net to rise. 

Input & Output. This year’s earnings 
will’ reflect some new elements in 
Washington Water Power’s system: 
two new properties in Washington 
and Idaho acquired from Citizens 
Utilities and the Bunker Hill Co. With 
help from these, Robinson expects his 
company to gross $26 million, boost its 
earnings from $2.17 to at least $2.30 a 

‘ share. But his estimates may be on 
the conservative side. By the end of 
May, both gross and net were ahead 
some 9%. 


AUTOS 


GREEN LIGHT 


Automaker Edgar Kaiser at 
last has gotten the all clear 
in Argentina. 


Wren Automaker Edgar Kaiser 
backed out of automaking in the U.S., 
he conceived another idea: to pick up 
where he had left off in Argentina. 
But after getting the OK of Dictator 
Juan Peron, Kaiser walked right into 
a revolution. Thus last December the 
mew regime froze Kaiser’s 31% in- 
terest in Industrias Kaiser Argentina 
pending an investigation of whether 
deposed Dictator Peron had rigged 
the deal for personal advantage. 

Last month Kaiser had good news 
from Buenos Aires: a clean bill of 
health from the new government, and 
a clear track to go ahead and make 
jeeps in auto-starved Argentina as 
planned. Encouraged by this “vote 
of confidence,” Kaiser Industries* 
promptly announced that it will add 
another $1 million to its present $8- 
million stake in Latin America’s only 
integrated auto factory. 

Before the year is out, Kaiser ex- 
pects to produce between 7,000 and 
8,000 Argentine jeeps which, along 
with trucks and other work vehicles 
produced in the U.S., are all that 
remain of the original Kaiser-Frazer 
line. -It is also “actively considering 
similar projects in other Latin Amer- 
ican countries.” 

*Traded fpestesn Stock Exchange. Price 

le (1956): ~. low, 125%. “es 
: none. indica 
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UTILITIES 


FIRST ENCOUNTER 


At their first regional meet- 
ing, both American & For- 
eign Power and new prexy 
Henry B. Sargent got more 
than they bargained for. 


Tue blast of air from the oscillating 
fan lifted the carefully combed 
strands of Henry B. Sargent’s thin- 
ning thatch, and he clapped it down 
with a nervous hand. Not only was 
this Sargent’s first address to Amer- 
ican & Foreign Power* stockholders 
since he came to the company as 
president last August, it was also the 
company’s first regional stockholders’ 
meeting.f 

Sargent had plenty of good news 
for the company’s owners: record 
growth and unprecedented stability 
in the 11 Latin-American countries 
in which A&FP operates; more fav- 
orable exchange rates in Mexico and 
Brazil, which .will bring in nearly 
$5 million more this year; solid pros- 
pects that earnings will reach at least 
$1.50 a share (vs. $1.37 in 1955). In 
fact, said Sargent, things looked so 
promising, that American & Foreign 
Power plans to spend $500 million on 
expansion over the next five years, 
more than twice its outlay from 1951 
through 1955. 


Low Voltage. Sargent groped for a 
glass of water, drank lustily, and an- 


*Traded NYSE. Price ran; 
1642; low, 1342. — 
cated 1956 = it: 80c. 
(1955) : $1.37. Ticker ee .. 


e (1956): high, 
ie ): 75c. Indi- 
rings per share 


+Maine law requires A&FP to hold its an- 
nual meetings in Maine. A handful of stock- 
holders showed up in Augusta a week earlier, 
over 350 turned out in New York. 
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AMER. & FOREIGN POWER’S SARGENT WITH STOCKHOLDE 





nounced: “The meeting is now open 
for questions.” 

Instantly a self-appointed corporate 
conscience bounded to his feet, told 
Sargent how pleased he was to have 
such a capable man running his com- 
pany, and demanded to know why 
A&FP had not yet instituted cumu- 
lative voting. Explained Sargent: be- 
cause of American & Foreign Power’s 
large number of foreign stockholders, 
he didn’t think it in the best interest 
of either the company or the U.S. to 
risk letting control move out of the 
country. The SEC, he added, con- 
curred. 

“Well,” the Conscience snapped, 
“Tm sure this can be worked out,” 
proceeded to reel off a list of ques- 
tions, concluding with a demand to 
know how much Foreign Power had 
spent last year on advertising. 

“Less than $50,000,” Sargent said, 
pushing his horn-rimmed glasses 
back on his nose. 

“That’s not enough, Mr. Sargent,” 
the Conscience chided. 

“That’s the parent company. I don’t 
know how much the subsidiaries 
spent.” 

“May I suggest,” sneered Corporate 
Conscience, “that next year you have 
more information?” 

Choking back his spleen, Sargent 
promised he would, and his heckler 
subsided blissfully into his seat. 


Questions began to come from all 
parts of the hot, humid room. An- 
swering one such, Sargent observed 
that he preferred regular dividend 
payments to extras, added that if the 
company’s 1956 earnings hit $1.50 a 
share, and if that level seemed likely 
to be sustained, he would personally 
favor a boost in the dividend rate. 


High Tension. Then an ancient, 





? 
power, heat, but all too little light 
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bald-pated stockholder got unsteadily 
to his feet, annual report in hand, and 
began systematically running through 
the company’s 48-page report, page 
by page. When at the end of 15 or 20 
minutes he had got only as far as 
page 35, at least one stockholder 
reached the end of his rope. 

“Mr. President,” he said, “may I 
ask why we have to sit through this 
man’s endless questions?” 

Mr. Corporate Conscience bounded 
to his feet with a scream and fiut- 
tered a Shakespearean hand at his 
antagonist. Shrilled he, “Nobody has 
to stay at this meeting. He can ask 
as many questions as he wants to.” 

“Sit down and let him talk,” an- 
other stockholder, a man of gargan- 
tuan proportions, roared from the 
rear. Conscience dashed to the fray, 
and the stockholder rose massively to 
his feet. Prodding Conscience with 
his index finger, he forced him back 
down the aisle to his seat. 

“Oh, dear,” quavered one elderly 
lady nervously, “I do think there’s 
going to be a fight.” 

Power & Light. Sargent, mopping 
his brow with a folded handkerchief, 
pleaded with his stockholders to 
come to some semblance of reason- 
able order. “Gentlemen,” said he 
diplomatically, “there’s a lady with 
a question.” 

Ten minutes later it was all over. 
Foreign Power, its stockholders, and 
their new president had reached the 
end of their first formal meeting. In 
a nutshell: plenty of corporate pow- 
er, and much heat—but thanks to 
noisy stockholders, little light. 


MANAGEMENT 


LOYAL OPPOSITION 


If you own stock, there’s no 
telling who may come calling. 





UtitiryMan Kenneth C. Long is a 
man who prefers to look into things 
for himself. Vacationing in Florida 
last month, Dayton Power & Light’s 
president took some time out to do 
some corporate fence-mending. He 
knocked on a door in Coral Gables, 
explained: “Yours was the only dis- 
senting proxy we received at our an- 
nual election. We wondered what 
you felt we were doing wrong.” 

The flabbergasted stockholder, who 
had indeed voted his 30 shares (out 
of some 2.6 million outstanding) 
against management’s slate, an- 
swered: “I really didn’t. have any 
reason. I just thought it might be a 
good idea to cast a negative vote to 
keep management on its toes.” 
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Ungilded Lilies 
Four men—the owner of a dairy, 
the head of a packinghouse, a lum- 
ber dealer, and the president of a 
sand mining company—all dressed 
in business suits and safety hel- 
mets, recently made an inspection 
of a new power plant in southern 
New Jersey. When they finished, 
they doffed their industrial garb 
and went into a conference room. 

To the hum of a couple of giant 
generators just outside the door, 
one of the group told of a trip he 
had made to Oklahoma, where he 
had looked over what was being 
done in the field of atomic reactors. 
Another pulled out a batch of notes 
an inch thick and read some sweet- 
sounding financial prose. It was an 
annual report he had helped write. 

These men, each from a different 
calling, have two things in com- 
mon: 1) they are all outside mem- 
bers of the board of directors of 
one of the fastest-growing utilities 
in the country, the Atlantic City 
Electric Company; 2) they work 
at it. This is a rarity. It’s no secret 
that many of those who serve as 
members of boards of directors of 
U.S. corporations are the silent 
men of American industry. 

On paper, they are Titans. By 
charter, they have complete con- 
trol over the affairs of a company. 
They determine policy. They hire 
and fire corporate officers. They 
have the final say in declaration of 
dividends. They determine financ- 
ing. In a nutshell, theirs is the duty 
to protect the stockholders’ invest- 
ment. 

But in practice, outside members 
of boards of directors are generally 
the last word in passivity. They 
are captive audiences of the inside 
officers. Widely, board meetings 
have become carefully rehearsed 
performances often referred to as 
“The Gilding of the Lily.” The 
board member who shows more 
than grade school curiosity about 
what’s going on, is apt to be con- 
sidered gauche, an unwelcome in- 
terloper. Not that there are das- 
tardly doings afoot. Most compa- 
nies are honest. 

The clue to all this is the cor- 
poration president. He has come 
to look upon the board of directors 
as just legalistic window dressing. 
So he selects not experts, not real 
advisers, but cronies, golf partners 
or big names to impress the public 
and the stockholders. The rash of 
proxy fights in the past few years 


LABOR RELATIONS 





has highlighted 
the growing 
anemia of the 
role of the di- 
rector. Most of 
the companies 
which have 
become targets 
of proxy bat- 
tles have been 
also accused of having boards of 
directors packed with yesmen— 
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Lawrence Stessin 


men who acquiesce to weakness or , 


unprofitability in management. 

If umnagressiveness in boards 
were not the normal order, then 
Bayard (“Pat”) Englund, Presi- 
dent of the Atlantic City Eleetric 
Company, wouldn’t be considered 
the maverick that he is in his in- 
dustry. Remarked one utility pres- 
ident at the recent Edison Electric 
Institute convention in Atlantic 
City: “Pat has the nosiest board of 
directors I’ve ever seen. I run into 
them everywhere, always wanting 
to know what’s going on. I wonder 
how they have time for their own 
businesses.” 

Here’s the Englund formula: 

Item: The board meets once a 
month. At ninety percent of the 
meetings, all attend. 

Item: Staff members make re- 
ports directly to the board. No 
screening of data beforehand. 

Item: Board members are not 
stay-at-homes. They “see for 
themselves.” 

Item: Whenever the board ap- 
proves a new construction project, 
it wants and gets monthly progress 
reports. Englund has photos taken 
to show progress visually. 

Item: Whenever a new plant is 
opened, the board holds its month- 
ly meeting on the site. Local dig- 
nitaries are invited and board 
members sell the company. 

Item: Englund encourages board 
members to have a financial stake 
in the company. To date, they have 
bought a million dollars’ worth of 
the company’s stock. 

Item: Board members know the 
rising stars in the company. Every- 
time a man is promoted to an exec- 
utive position he is invited to sit 
in at board meetings. 

Item: The annual report is writ- 
ten by the board, and the board 
decides what goes into it. No out- 
siders are called in. Thus, the 
stockholders are assured of an in- 
dependent analysis of the com- 
pany’s position. 
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PROMOTER . ZECKENDORF: 
not the chicken, but the egg 


REAL ESTATE 


THE OLD 
MASTER PLANNER 


Webb & Knapp in the sugar 

business? Wall Streeters 

knew it. wasn’t the sugar Bill 

Zeckendorf was after, but 
the icing. 





Amonc real-estate men, bustling Big 
Bill Zeckendorf has few peers. As the 
wheeling & dealing president of Man- 
hattan’s Webb & Knapp,* he has par- 
layed his investing and developing 
company into everything from Levit- 
town to liberty ships, from muck 
land in West Palm Beach to what 
sometimes seems like half the sky- 
scrapers in New York City. Thus 
early this year, when Zeckendorf 
bought control of Louisiana’s God- 
chaux Sugars, Inc., Wall Streeters 
were sure that Webb & Knapp had 
not gone into the sugar business just 
to raise cane. Last month it was plain 
that it wasn’t the sugar Zeckendorf 
was after, but the icing. 

Wrapping up a fast deal, Zecken- 
dorf announced that Webb & Knapp 
had sold Godchaux’s sugar refining 
business to National Sugar Refining 
Co. for about $14 million. The sale 
includes Godchaux’s 235-acre refinery 
at Reserve, La. (for $6 million) plus 


*Traded American Stock Exchange. Price 


range (1956): h, 25g; low, 2. Dividend 


: none. cated 1956 payout: none. 
s per share (1955): 24c. Ticker sym- 


Godchaux’s current assets connected 
with the Reserve refinery (for some 
$8 million). What Webb & Knapp now 
has left is exactly what Zeckendorf 
was after all the time: 33,000 acres of 
real estate (plus a cane grinding mill 
and by-products plant at Raceland, 
La.). 

Back to the Land. The land is what 
really counts with Zeckendorf. “After 
all,” he told Forses, “we are real 
estate people.” Zeckendorf’s plan is to 
change Godchaux’s name to Gulf 


States Land & Industries, Inc., rake 


in the income from agricultural, cane 
mill, by-products and real-estate op- 
erations, open more Godchaux land on 
lease to oil companies. Zeckendorf’s 
bullish estimate of such income: $1 
million a year. 


Also in Zeckendorf’s plans: “master 
planning” by Gulf States on “such 
sections of real estate as are sus- 
ceptible of development in industrial, 
residential and commercial fields,” not 
to mention “a general plan, the goal 
of which will be the maximum de- 
velopment of the mineral potentiali- 
ties.” 

From the $14-million sale price, 
Webb & Knapp, which originally 
plunked down $7.8 million for 80% of 
Godchaux’s shares, expects to have 
some $4.5 million in cash left over 
once it has paid off about $10 million 
in Godchaux’s liabilities. That may 
take quite some time, but the point is 
Zeckendorf once more gets out of a 
deal a lot more than he put into it. 

Explaining Webb & Knapp’s strategy 
in the Godchaux deal, Master Plan- 
ner Zeckendorf confided to Forses: 
“Sometimes you have to take the 
chicken to get the egg.” 


FOOD CHAINS 


SUPER SALE 


After fattening up Nedicks’ 
107 eateries, C&C Super 
Corp.’s Walter Mack last 
month moved in for the kill. 





As the super-salesman president of 
Manhattan’s C&C (for Cantrell & 
Cochrane) Super Corp.,* Walter 
Staunton Mack, 60, keeps reminding 
his 23,600 shareholders that “we’re a 
venture capital organization.” C&C 
Super’s patient stockholders already 
have the clue. Like many a growth- 
minded company, C&C Super has 


‘shown deficits for the past two years, 


has yet to pay a dividend and has lit- 


*Traded American Stock Exchange. Price 
ry (1956): high, 244; low, 13g. Dividends 
(1955): none. Indicated 1956 payout: nune. 
Earnings bt share (1955): 7e deficit. Ticker 
symbol: CXC. 


tle hope of paying one for the next 
five years. But none of this is dis- 
couraging to C&C Super’s ebullient 
Walter Mack, who insists: “We’re in 
the early formative period. We're 
moving along.” 

C&C Super sometimes moves in 
strange ways. It has a hand in every- 
thing from canned soft drinks and 
paint spray guns to the RKO film li- 
brary. Explains Walter Mack: “We 
buy things to straighten them out and 
improve them.” One of C&C Super’s 
“things” is its chain of 107 short-or- 
der Nedicks eateries in the East. 
About a year ago, Mack began fat- 
tening up Nedicks by beefing up its 
frankfurters, installing rotary grills 
and—most important of .all—upping 
Nedicks’ prices. Many an old cus- 
tomer abandoned the chain’s stores 
for good, but Mack’s inflation boosted 
the chain’s dollar sales to around $9 
million a year. 

By last month, Entrepreneur Mack 
was ready to take his capital gains 
and let the old chain go. (“The food 
was better, the drinks were better, 
everything about it was better.”) Toa 
new company, Nedicks Stores, Inc., 
presided over by Peter Sando, for- 
mer head of C&C Super’s Nedicks 
division, Mack sold the Nedicks chain 
of stores for $3 million. Just how 
much C&C Super (which will con- 
tinue to supply the chain with drinks) 
netted on the deal, Mack would not 
say. “But,” he allowed, “we made a 
profit.” As for C&C Super, its pros- 
pects for 1956 looked, said he, “aw- 
fully good.” 


Meanwhile last month Promoter 


Mack took on still another job: chief 
fundraiser for the City of New York’s 
auditorium, City Center. “It’s a good 
thing I wasn’t born a girl,” said Mack, 
“T can’t say no.” 





PROMOTER MACK & FRIENDS: __ 
he fattened, then he slaughtered 
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NO. ONE MONEYMAKER: 
a slow leak 


RUBBER 


TABLES TURNED 


Strange as it may seem, De- 
troit’s auto slowdown has hit 
the big tiremakers harder 
than it has the small ones. 


Tue dizzy ups and down of U.S. auto 
production were long the despair of 
the men who make the tires for De- 
troit’s wheels. As one rubber man 
puts it: “Every time Detroit sneezed, 
Akron caught a cold.” Finally, by di- 
versifying into such related lines as 
plastics, chemicals and foam rub- 
ber products, the tiremakers achieved 
a considerable, but by no means 
complete, immunity from automen’s 
troubles. 


Rarely has this freedom been more 
convincingly demonstrated than this 
year, when auto assembly lines began 
slowing down. Though auto output 
was off 26% in the first half and 
original tire sales dropped 20% (to 
13.5 million casings) in the first four 
months, Goodrich, Goodyear and U.S. 
Rubber actually posted slight sales 
increases in their 1956’s fiscal first 
quarters. Only Firestone’s sales were 
down, and that by a bare 2%. 


Surprise? But the biggest news of 
all last month was the well-inflated 
showing of the tire industry’s Little 
Four. Goodyear, the No. One USS. 
rubbermaker, raised sales less than 
one per cent. But Dayton, Ohio’s 
smallish Dayton Rubber Co.* (1955 
sales: $69 million), barely one-twen- 
tieth Goodyear’s size, boosted its 


*Traded NYSE. Price range (1956): high, 
27%; ow, 2014 ae Hd 91c. = 

yout rnings per re 
Tioss) - eg pe Ticker symbol: DAY 


sales 21%. Seiberling Rubber} and 
Lee Rubber,** smaller still, pushed 
sales 7% ahead of 1955’s first quarter. 
William O’Neil’s General Tire & Rub- 
ber Co.,#¢ continuing its freewheeling 
expansion into new lines, was 31% 
ahead. 

The improvement, of course, was 
only relative. Combined sales of the 
Little Four were only half those of 
Firestone, just over one third of 
Goodyear’s. Nevertheless the im- 
provement was impressive in face of 
the kind of slambang competition that 
characterizes the tire industry. 

The Trick. How had the Little Four 
turned the sales tables on their big- 
ger competitors? In part the Little 
Four did well for some of the same 
reasons that the Big Four were re- 
sisting Detroit’s slide. Like the big 
rubbermakers, the smaller ones have 
been branching out into non-tire 
lines. 

General, for example, today gets 
less than 40% of its sales from tires. 
Rocket and missile propellants are a 
big factor. Plastics and chemicals 
have also helped raise General’s sales 
volume to its current $300-million-a- 
year-plus rate. General is also in 
radio and TV through its General 
Teleradio subsidiary and operates 
Hollywood’s big RKO movie studios. 

Dayton Rubber, now counting on 
tires for barely half its output, has 
nimbly branched out into machinery 
hose and belting, rubber and poly- 
urethane foam. Seiberling is still 80% 
in tires; but it, too, has picked up 
side lines in shoe heels, rubber mats 
and plastics. Lee now gets some 30% 
of its volume from belting, hose and 
auto accesseries. - 

Old Car, New Tires. But there is still 
another reason for the non-skid 
showings of the Little Four. Para- 
doxically, it is due to a factor that 
Wall Street has long held against the 
smaller tiremakers: their dependence 
on the replacement tire market. The 
Big Four long ago sewed up the busi- 
ness of putting tires on the new cars 
that roll gleaming-bright off the as- 
sembly lines. Making a virture out of 
necessity, the smaller tiremakers have 
concentrated their sales and adver- 
tising pitch to motorists who need 
new tires for their older cars. 

In a sense this has limited their 
markets. But it also has its advan- 
tages. Never have they been plainer 


+Traded NYSE. Price renee (1956): high, 
215%; low, 124%. Dividend (1955): none. Indi- 
cated 1956 $235. Nek 60c. pg 7 » end share 
(1955) : Ticker symbol: 


**Traded NYSE. Price range (1956): hi h, 
a5%6;, os, 19. Dividend (1955): $1.15. In 
956 payout: $1.40. Earnings per share 
1 Ticker symbol 


+?tTraded NYSE. Price range (1956): high, 
6634; 5+ 51%. Dividend (1955) : $1.82. Indi- 
cated $2. Earn 


(1955) : eed Tieker symbol: Hees 2 per share 
















































































than during the first half of 1956. 
At a total of 19.4 million units for the 
first four months of the year, re- 
placement sales were off only a shade, 
if at all, from 1955. Currently they 
represent a market nearly 50% 
greater than that for new cars. With 
a record 61.3 million cars on US. 
roads and highways, replacement de- 
mand was growing by leaps and 
bounds. And, because they were not 
dependent on output and sales of new 
cars, the Little Four could avoid rid- 
ing Detroit’s production roller coaster. 

A Different Story. But for investors, 
sales gains are not the ultimate test 
of management prowess. Profits are. 
When it comes to profit-and-loss 
statements, the Little Four are still 
no match for the Big Four—not even 
General Tire, biggest and most enter- 
prising of the smaller fry. 

During the past five years, the 
Little Four managed to earn an oper- 
ating profit of just 8.2c on the sales 
dollar. The Big Four meanwhile 
were chalking up a far bolder 13.2c. 
Except for bustling Dayton Rubber, 
which earned 10c on the sales dollar 


First Quarter of 1954= 100 


THE WORM 
TURNS 


Auto cutbacks have reduced sales 
of the Big Four tiremakers* during 
the last two quarters. Not so the in- 
dustry’s Little Four. A strong market 
in replacement tires has actually 


boomed their sales.. 






























180}- | 1 j | 
170 ne 
160 Little Four 
150}- 
140 
130 Big Four 
ral. = 
110 “Goodyear, Firestone, 
y B. F. Goodrich, US. Rubber 7 
100 tGeneral, Dayton, Lee, Seiberling| 
90 . l } — l } 
, 2 3. 2 Ce oe 
1954 1955 1956! 
Pretax Profit per $ of Sales 





... but the Little Four still remains un- 
able fo earn as much as the larger 
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the smaller companies did 
get even within shouting distance 
their giant competitors. At best 
their sales gains in 1956 proved only 
one ~~ given good times and a 
reasonable degree of diversification, 
small tiremakers can at least hold 
their own. 

But, as one skeptical Wall Streeter 


and they have to prove whether they 
can hang on to their gains. With their 
thin profit margins, the smaller tire 
companies, General perhaps excepted, 
are in no position to keep their profits 
dry in a major recession—if one 
comes.” 


RAILROADS 


ANNIVERSARY 


In two years, the New York 
Central’s Perlman has 
wrought what the New York 
Central’s Young calls a 
‘miracle’: a program for 
prosperity. 





Two years ago Robert R. Young took 
over the giant New York Central 
System.* Last month, Chairman 
Young and President Alfred E. Perl- 
man thought it high time to celebrate 
their two years of “stewardship,” and 
to clear up any doubts the press 
might have as to their success. So 
Perlman and Young put the facts of 
their administration on the line at a 
sumptuous luncheon in the Central’s 
board room. They left their guests 
visibly impressed. 

Blood Letting. “One thing I have 
heard everywhere I have gone,” said 
Al Perlman, “is— ‘Oh, well, those peo- 
ple running the New York Central 
are just trying to make a quick profit 
and get out. They’re just taking it 
out on the maintenance of the prop- 
‘erty in order to make a showing and 
boost the stock and then get out.’” 

Actually, Perlman said, he was 
pretty proud of the way he’d been 
running the Central. “The former 
management had a bankrupt railroad, 
but just didn’t know it... . We feel 
a little happier with the bank account 
[now] running around $100 million.” 

One fact was clear: the Central has 
indeed prospered (see table). Big- 
gest focal point of Perlman’s efforts: 
the Central’s maintenance. problems. 
“Last year,” said he, “we put through 
the shops twice as many passenger 
and freight cars as had been done the 











i Price eo (1956) : 
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PROGRESS REPORT 


In two years the New York Central has boosted both earnings and operating efficiency. 
Y ended Year ended Year ended 
June 30, 1954 June 30, 1955 — vagy 
Net Income $10,606,000 $42,403,000 $47,309,000 
Dividends Per Share $1.00 $1.00 $200 
Earnings Per Share $1.64 $6.57 $7.23 
Cash and Short Term Investments $24,276,000 $67,116,000 $74,478,000 
Bad Order Cars 
(percentage of ownership) 10.9% 6.4% 2.8% 
First Second Five 
Six Months Six Months Year Months 
1954 1954 1955 1956 
Operating Ratio* 88.12 80.10 79.16 80.45 
*Ratio of operating expenses to operating revenues. 














year before. . . . Three times as many 
Diesel locomotives [underwent] heavy 
overhauling. And yet we spent $3 
million less for maintenance of equip- 
ment. -We spent less on maintenance 
of way; we mechanized, we started 
to put in centralized traffic controls; 
started a five-year major improve- 
ment program.” 

Long Full. Perlman’s improvement 
program was ambitious. He pro- 
posed, for instance, to eliminate two 
of the Central’s four tracks between 
Buffalo and Cleveland, put the re- 
maining under centralized traffic con- 
trol. Thus in one move, he claimed, 
he had cut maintenance in half and 
doubled train speed. 

Perlman also drew up plans to 
modernize and consolidate his classi- 
fication yards. Said he bitingly: 
“There hasn’t been a single modern 
yard built on the New York Central 
in twenty years. This means that we 
are operating a Model T in competi- 
tion with some trucking company 
that has a 1956 truck.” His remedy: 
consolidation of Buffalo’s nine classi- 
fication yards into a single modern 
electronically controlled operation. 
Expected result: traffic will move 
through the yards far faster, thus 
allowing Perlman to get more work 
out of each locomotive and car. He 
also plans to expand his car fleet by 
16,000 freight cars. 

The cost obviously will be high— 
$25 million for modernization of three 
classification yards, $118 million for 
14,750 freight cars. But Perlman ex- 
pects high savings too. Ultimately 
Perlman’s ambitious program is 
bound to have a profound impact on 
the Central’s balance sheet one way 
or the other. 

A Word from the Sponsor. Perlman 
has been making other changes. In 
the past two years, he has reorgan- 
ized the company’s operations, put- 
ting management on a district rather 

than departmental basis. He also 
claims to have saved millions in fuel 
and maintenance costs by using spec- 
trographs and electron microscopes, 


and to have cut operating costs 
sharply by introducing an electronic 
accounting system. He has also taken 
a hard look at the Central’s personnel 
procedures. “When we were trying 
to locate even a secretary here we 
found there weren’t any personnel 
records. ... We had no inventory of 
our manpower.” One Perlman inno- 
vation: a management training pro- 
gram. At the end of the first six- 
months period, the Central’s rev- 
enues rose 8%, to $397 million. But 
despite a fresh round of wage in- 
creases last fall, net slumped only 
19% to $21.6 million. 

The Central, concluded Perlman, 
was not out of the woods yet by a 
long shot, but a lot had already been 
accomplished. Bob Young eouldn’t 
have agreed more heartily. “I don’t 
believe,” said he, “that there is any 
executive in the world who has done 
as great a job as Al Perlman has done 
here in two years. He has worked a 
miracle.” 


RAIL EQUIPMENT 


NEWCOMER 


As the diagnosis changes, Ed 

Budd keeps changing his 

prescription — with notable 
success 





Wuen the giant Pennsylvania Rail- 
road put its sleek new stainless steel 
lightweight tubular train in regular 
service on its heavily traveled New 
York to Washington run lest month, 
one wag cracked, “It looks #0 me like 
the Pennsy’s trying to bribe Con- 
gress into taking kindly to the Weeks 
Report [on the railroad industry ].” 
If the Pennsy had any such idea (it 
did not), it could not have chosen a 
more . effective approach. As gom- 
fortable and luxurious as the standard 
coach, the new lightweight was 
greeted with almost unqualified bravos 


Forses, suLy 15, 1956 
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BUDD’S BUDD (R) & TUBULAR TRAIN: 
why put all your eggs in one basket? 


from everyone who rode her. Unlike 
the earlier lightweights, this one was 
designed by the railroad itself. It was 
engineered, not by the industry’s 
traditional carbuilder, Pullman, but 
by the Budd Co.*, one of the U.S.’ 
largest independent auto-parts makers. 

Late Starter. Budd got off to a flying 
start in the car building business back 
in 1934 with its stainless steel Burling- 
ton Zephyr. But it made no concerted 
bid for the railroads’ business until 
1946, when founder Edward G. Budd 
ceded the presidency to his son, Ed- 
ward Jr., now 54. 

Where Budd Sr. had spread the 
company’s hard-earned profits on 
such new wrinkles as stainless steel 
masts and stainless steel seaplanes, 
Budd Jr. had a tenderer regard for 
the outfit’s intermittent profits. Once 
the decision was his, he concentrated 
on railroad and auto equipment. 

His decision has more than justified 
itself since. When Budd Jr. took over, 
the company had sales of $122 million, 
a $4-million deficit, and no dividends 
to sustain stockholders through the 
cold winters. By last year, Budd could 
boast sales of $316.6 million, a $13.8- 
million profit, and a $1.25 dividend. 

New Directions. Under Ed Budd, the 
company’s designers have come up 
with some of the most imaginative 
solutions to the passenger equipment 
problem in the industry. While others 
have sunk their money into light- 
weights alone, Budd has been turning 
out passenger cars for all types of 
operating conditions. Among them: 

* Its popular self-propelled RDC 
(rail diesel car) adapted for high- 
speed commuter service. 

*Traded NYSE. Price range (1956): high, 
21%; low, 17%. Dividend (1955): $1.25. Indi- 


ca 1956 payout: $1.40. Earnings per share 
(1955) : $3.34. Neker symbol. BF. 
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* Its two-story Hi-Level Car for 
comfortable, long distance luxury 
travel. 

* The Hot Rod, a lightweight ver- 

sion of the RDC for fast, high capacity 
runs. 
* The Pioneer III, a lightweight 
version of the standard coach, to be 
unveiled this month, the lightest light- 
weight yet developed. 

Observes Ed Budd of all this: “We 
are offering equipment tailored to fit 
the different types of passenger serv- 
ice. We are convinced, you see,. that 
there is no single solution.” The facts 
back him up. Last year Budd ranked 
for the first time as the U.S.’ largest 
passenger car builder. Its record: 202 
cars (to Puliman’s 193). Budd’s back- 
log of 202 cars tops Pullman’s 65. 

Indecision about the direction rail- 
road carbuilding will take has long 
kept railroad executives from buying 
the equipment they desperately need. 
But Ed Budd expects the dam to 
break soon. “Once the railroads have 
studied and evaluated the new de- 
signs for passenger equipment,” he 
says, “they’ll begin to order. We think 
we're going to have a good four- to 
five-year cycle of passenger car build- 
ing, with this trend getting under way 
near the end of this year.” 

Wheels & Brakes. If so, it will be a 
lifesaver for Budd Co., 79% of whose 
1955 sales came from the automakers. 
Currently that is not the most buoyant 
business around. Biggest customers: 


Ford and Chrysler. Biggest items: 
body components (51% of sales), 
wheels, hubs, brakes and drums 


(22%), and dies, jigs, and fixtures 
(6%). Last year, when the automak- 
ers were riding high, these items were 
responsible for Budd’s second best 
year ever. But now that the auto- 





makers are applying the brake, things 
have changed. 


In 1956's first quarter, Budd’s sales 


slid 3%, but profits fell 15%. Since 
then things have grown not better but 


worse. March and April, usually 
Budd’s two biggest months, showed 
further dips. Only  consolations: 


Budd’s tool, defense and trailer truck 
lines are booming. 


None of this has been enough, how- 
ever, to redeem the over-all cutback, 
and Ed Budd’s early optimism has 
been progressively dimmed. He ex- 
pects second-quarter earnings to dip 
to around $77 million (vs. $84.4 mil- 
lion last year). Auto model change- 
overs later this year will help, but 
how much is extremely uncertain. A 
prolonged steel strike, on the other 
hand, could cripple Budd’s operations. 
But Ed Budd has enough steel on 
hand to keep all his operations going 
for 30 days, and some for 90 days. 

The Green Fields. Ed Budd likes to 
do business with Detroit, but he is 
not putting all his eggs in that one 
hasket. Quite deliberately, he has 
widened his non-automotive business 
to 24% of his gross. He is still widen- 
ing that wedge. A few years ago he 
made a minor excursion into agri- 
cultural machinery (mainly plows) 
and another into stainless steel parts 
for jet aircraft. Last year he branched 
out into atomic energy, where Budd’s 
specialty will be isitope radiograph 
machines. Next, Ed Budd bought 
Continental Diamond Fibres, which 
makes laminated plastics for the rail- 
road, auto, and electrical industries. 
He expects Continental to add $20 
million to $25 million to Budd’s gross 
this year. And if the diagnosis de- 
mands it, Ed Budd plans to prescribe 
more of the same. 
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Statement of Condition, June 30, 1956 
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Cash and Due from Banks. . ... . 
U. S. Government Obligations . .. . 
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Acceptances Outstanding . . . $134,211,026 


Less: Is Portfolio . «4 «§ « « « 8,530,938 





General Reserve for Securities .. . 
Capital Funds: 


Capital Stock . . . . -  $150,000,000 


(12,000,000 Shares—$12.50 Par) 


St Cone Siar aaa 300,000,000 
Undivided Profits. . . . « 81,115,182 
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$1,772,528,414 t 
1,174,933,693 
454,636,043 
191,477,596 
3,551,787,650 
17,812,157 
121,678,116 
44,386,682 
19,028,088 


$7,348,268,439 











$6,5 73,504,874 
11,978,035 
35,579,455 
63,652,684 
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125,680,088 
6,758,121 
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$31,115,182 





Of the above assets $484,185,775 are pledged to secure public deposits and for 
other purposes, and certain of the deposits are preferred as provided by law. 


Member Federal Deposit Insurance Corporation 


$7,348,268,439 
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STEEL 


TEXAS HO! 


Jones & Laughlin’s wily Ben 
Moreell is contemplating a 
strategic move. 


Onty one thing the steel industry 
could do last month could dislodge 
the big steel strike from the nation’s 
headlines: news of a big expansion. 
It came from Pittsburgh and Admiral 
Ben Moreell, chairman of Jones & 
Laughlin,* whose 6.2 million tons ca- 
pacity rank it as the nation’s fourth 
biggest steel producer. Moreell’s plan: 
construction of a brand-new 1,000,- 
000 ton mill in Houston, Texas. If the 
Government grants J&L a certificate 
of necessity, said Moreell, J&L will 
go ahead and build it; if not, not. 

If and when, the plant will be: (1) 
the biggest in the Southwest; (2) 
the first built by J&L outside its 





STEELMAN MOREELL: 
a big “maybe” 


Pittsburgh-Cleveland neighborhood; 
(3) the first fully-integrated mill 
to go up since US. Steel’s 1.2 million 
ton Fairless Works. Altogether, it 
would boost J&L’s capacity 16%. 

Moreell’s decision involved a nice 
balance of pros and cons. Pro: the 
huge demand for seamless pipe by 
the oil and gas industries (Houston 
is the U.S. oil and gas capital). It is 
a market which Lone Star Steel, a 
warborn baby, has been cleaning up 
in. Also pro: the demonstrated sav- 
ings in freight that come from pro- 
ducing seamless pipe at or near the 
selling point. Con: the high cost of 
freighting Kentucky coal to the mill. 
Moreell, however, figures that the ore 
itself can be gotten from Venezuela 
at no greater cost than at his Cleve- 
land and Pittsburgh plants. 


*Traded NYSE. Price range (1956): high, 
534; low, 424%. Dividend (1955): $2.25. = 


dicated out: $2.50. Earnings per 
Share (1955): aed Ticker symbol: ga 


8 


Forbes, JULY 15, 1956 








war's NEW- 
FROM 


ene WARNER _ 
, pune — 


/ “Design it better—make it better” has long been the guid- 
ing principle at Borg-Warner. In line with this concept of 
progress, B-W constantly seeks to improve existing prod- 
ucts and to develop new ones. 





N Among the notable products recently introduced by 
i Borg-Warner are a new-type clutch for heavy-duty ma- 
chines; Cycolac®, a remarkable new plastic of many uses; 
a new cement-type building material lighter in weight and 
with better insulating qualities than concrete or brick; an 
advanced automotive oil cooler; new pumping equipment 
for handling liquid oxygen; new pumps for nuclear reac- 
tor operations; new gas-fired home heating equipment; 
new electro-hydraulic servo valves for control systems of 
aircraft and guided missiles; new axial flow blowers spe- 
cially designed for aircraft, industrial and mobile appli- 
cations; and many others. 


In addition, special B-W research groups are currently 
engaged in the development and testing of such impor- 
tant projects as a new type automatic transmission for 
heavy-duty trucks; a sonic oil well drill; power gear shift- 
ing units for off-the-road earth-moving equipment. 


In these and other fields Borg-Warner is expanding for 
the future, applying its special skills and broad experience 
in research, engineering, production and management to 
continue benefiting almost every American every day. 


A BORG-WARNER 


310 SOUTH MICHIGAN AVENUE, CHICAGO 4, ILLINOIS 





BORG - WARNER CORPORATION 
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SEE THE 
REASON WHY 


For full understanding of why 
MICHIGAN Tractor Shovels do more 
work faster, handle more easily, last 
longer, cost less to operate—LOOK 
INSIDE, at the CLARK Power train. 


That power train is the secret of 
their success—torque converter, 
power-shift transmission, plane- 
tary-wheel axles: all products of 
Clark’s 50-years specialization in 
engine-power transmission. 


‘You find it good business to 
do business with 


CLARK 


EQUIPMENT 


CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 
Other Plants: Battie Creek, Jackson, Benton Harbor 


Mental Poisoning 


Thoughts that Enslave Minds 


Tortured souls. Human beings 
whose self-confidence and peace 
of mind have been torn to shreds 
by invisible darts — the evil 

ughts of others. Can envy. 
te and jealousy be projected 
through space from the mind of 
another? poisoned thoughts, 
like mysterious rays, reach 
ugh the ethereal realms to 
claim innocent victims? All of 
us, from day to day and hour to 
hour, in every walk of life, in 
every cir tance, are possible 
victims of mental poisoning, un- 
less we understand its nature, 
and can quickly recognize its 
infectious inoculation. 


This FREE Sealed Book 


Do you know the strangest of 
all laws in man’s body? Man’s 
life, happiness, health, and en- 
joyment of the things of life 
depend on his understanding ; 
of the working of the human } 
mind. Let the Rosicrucians 
explain how you may acquire 
an age-old method for mind 


Michigan is a 
trade mark of 
































wers. If sincere, 
or the free sealed book. 
Address: Scribe T.V.W. 


The ROSICRUCIANS 
(AMORO) 
Ban Jose, California 
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PROFITABLE 
RESTRAINT 


Call it “liquidation” or call 
it “restraint,” but Hans Diti- 
sheim’s methods have worked 
wonders with Butler Broth- 
ers’ income statements. 


Frnancier Hans Ditisheim, 55, is a 
man who has discovered that self- 
restraint can be highly profitable 
business. As chairman and controlling 
stockholder of Chicago’s $115-million- 
a-year Butler Brothers* retail variety 
chain, Ditisheim has been far more 
interested in slimming down his busi- 
ness than in fattening it up. In this 
expansive age that might well appear 
as heresy, but to Swiss-born Diti- 
sheim it makes sense. 

Contraction, Not Expansion. “Money,” 
says he, “should produce money or 
it’s wrongly managed .. . In my book, 
anything less than 15% return before 
taxes is too little.” Ever since Diti- 
sheim and nine associates bought up 
25% of the stock of the faltering and 
conglomerate chain two years ago, he 
has been trimming and pruning 
Butler Brothers to get what he re- 
gards as a reasonable return on its 
invested capital. In so doing he has not 
hesitated to lop off unprofitable or 
low return properties, thus shrinking 
overall sales from $126 million in 
1953, the year before he took over, 
to just $115 million last year. 

In an era when headlong expan- 
sion has been the byword of business 
this has required considerable re- 
straint and a cold eye for the balance 
sheet. It has also gotten Ditisheim in 
hot water with some important mi- 
nority directors. The du Pont family, 
of Wilmington, Delaware, owning 
100,000 shares of Butler Brothers 
stock and represented on the board 
by former Chairman Hugh R. Sharp, 
at first went along with Ditisheim. 
They made no objections when he 
used the company’s surplus cash to 
buy back more than 10% of Butler 
Brothers’ common shares for $22 a 
share, some’ $7 less than their con- 
servatively stated book value. But 
when Ditisheim wanted to sell seven 
West Coast department stores because 
they did not dovetail with the com- 
pany’s essentially low-priced mer- 
chandise operation, the du Pont 
representatives sniffed “liquidation.” 
Neither did- they approve of Diti- 
sheim’s plans to unload the small 
eastern department stores operated 

*Traded NYSE. Price range (1956): high, 
3144; low, 2244. Dividend (1955): $1.10. Indi- 


cated 1956 yout Pi lus stock. ee 
per share ets 5): $2.12. Ticker symbol: BTL. 





FINANCIER DITISHEIM: 
the emphasis is on profits 


under the name Scott-Burr and to cut 
down the number of wholly-owned 
Scott Variety Stores. 

The Victor. Ditisheim, with the big- 
ger block of stock, had his way. Early 
this year, the du Ponts sold the last 
of their stocks, leaving Ditisheim in 
undisputed control at Butler Brothers. 

Ditisheim, however, hotly denies 
that he is primarily a “liquidator.” He 
likes to point to one major area in 
which he has been expanding Butler 
Brothers’ operations; the Ben Frank- 
lin variety chain, owner-manager un- 
der Butler Brothers franchises. He 
has already built the Ben Franklin 
operation up to 2,400 stores and is 
aiming at an eventual 4,000 or more. 
Ditisheim feels that type of operation 
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makes sense. He avoids tying up his 
capital in store fixtures and real 
estate. Also he has a captive market 
for his wholesaling division, now con- 
tributing three quarters of sales. 
The results so far, however irk- 
some to some former fellow stock- 
holders, have been highly pleasing to 
Hans Ditisheim. Last year Butler 
Brothers earned better than 16% on 
stockholders’ equity before income 
tax, a sharp improvement from the 
5% or so of 1953. In addition stock- 
holders have received an extra pay- 
ment through the spin off to them 
of two valuable Chicago properties. 


Ditisheim, however, is not yet sat- 
isfied. So far he has not been able to 
get rid of the seven stores on the 
West Coast. Though they probably 
will earn close to $1 million before 
taxes this year, Ditisheim does not 
consider it is a reasonable return on 
the capital Butler Brothers has tied 
up there. Recently a deal to sell the 
stores to Montgomery Ward for $12 
million fell through. Currently Diti- 
sheim is trying to get some of his 
capital out for more profitable use by 
selling $6 million of the west coast 
stores’ accounts receivable. 


A Simple Formula. Basically, Diti- 
sheim’s mode of operation is simple: 
move capital from businesses where 
it is earning only a small return and 
re-invest it for higher rewards. That 
is why he wants to get rid of the 
west coast stores. And with an addi- 
tional $15-20 million annual cash flow 
due to retirement of Butler preferred, 
he says: “I am looking at a deal 
which, if it can be done, should nearly 
double our earnings per share.” 

But even without it, Ditisheim does 
not feel Butler Brothers has done 
badly from his trimming and prun- 
ing. “We should,” says he, “have 
earnings of around $2.50 a share in 
1956 from our merchandising opera- 
tions alone. That’s 20% better than 
1955, and 250% more than 1953. It 
proves that expansion is not always 
the best policy.” 


PUBLISHING 


HOLT ’56 


There is nothing fictional 
about Henry Holt’s growth 
or Clint Murchison’s timing. 





Texas’ big, burly Clinton Williams 
(“Clint”) Murchison is a man loaded 
with oil millions and constantly look- 
ing for ways to make more. In 1945 
it occurred to him that in ten years or 
so the bumper crop of war babies 
would be swelling school enrollments. 
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What’s going on 


at Calumet & Hecla? 


These uniform parts are the end result of a remarkable Spun-End 


Process* developed by our Wolverine Tube Division. Formed by the rela- 
tive rotation of tube and tool, the tube end assumes the shape of the die 





cavity in a matter of seconds. This method 
not only replaces former multioperation 
methods, it also permits the production of 
shapes previously considered impossible or 
too costly to produce. Both copper and 
aluminum are spun in a variety of sizes and 
shapes. 

The man at the left is inspecting Ni- 
Hardj grinding balls in our Calumet Divi- 
sion foundry. These tough and wear-resist- 
ant little metal alloy pellets, supplied in 
sizes ranging from %” to 2”, are used in 
ball mills as the media to reduce coarse 
material to a more usable size by the ce- 
ment, mining, and industrial minerals in- 
dustries. 


Foundry experience, Spun-End Process—both are representative of the 
diverse facilities of C. & H. Utilizing these facilities, our divisions are 
prepared to develop allied products which may be of special interest to 
you. Calumet & Hecla, Inc., Chicago 3, Illinois. “hep, U.S. Pat On, intl 


DIVISIONS OF 

CALUMET & HECLA, INC.— 
CALUMET DIVISION 
WOLVERINE TUBE DIVISION 


CANADA VULCANIZER and 
EQUIPMENT COMPANY LTD. 


FOREST INDUSTRIES DIVISION 
GOODMAN LUMBER CO. 


@ 





TRem. 8S. ° 
Nickel Company Inc. 


Calumet 
Hecla, Inc. 


FABRICATORS OF COPPER, ALUMINUM, STEEL AND WOOD PRODUCTS— 
MINERS OF COPPER, PRODUCERS OF AGRICULTURAL CHEMICALS 
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109th CONSECUTIVE QUARTERLY CASH DIVIDEND 
The Board of Directors has declared a quarterly 


cash dividend of 


$.25 per share on Common Stock 


payable September 29, 


1956 to stockholders of 


record at close of business September 14, 1956. 


July 2, 1956 
OVER 1,000 OFFICES 





Wm. E. Thompson 
Secretary, 


IN U. S. AND CANADA 
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FLYING 


ACTION 


It’s “Flying A”—all the 
way—with more and more 
“Flying A” Service signs 

everywhere. 

It’s “Flying A” for action 
on your first tankful of 

“Flying A” Ethyl gasoline. 
Smooth, quiet power that £ 
springs to action when the 

light goes green.. 
mileage power that whisks 

you ahead on the straight- 


Still moreactionwith Vee- 
dol 10-30—the all season 
Motor Oil that gives high- 
est octane performance. 

Drive in where you see 
the sign of the “Flying A” 
...for power...for service 
..and charge it all on 
“your “Flying A” Credit 
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VEEDOL 10-30 MOTOR OIL 


cuts carbon deposits—curbs pre-igni- 
tion...adds up to 40 extra miles to 
every tankful of gasoline. 


TIDEWATER OIL COMPANY 
San Francisco «Houston « Tulsa »« New York 


The one thing all of them would need 
would be textbooks. Thus Murchison 
and his associates quietly began buy- 
ing.up small blocks of stock in Man- 
hattan’s Henry Holt & Co.,* a big 
textbook publisher and one of the 
few such firms around not family- 
owned. Before long Murchison had 
accumulated a good 50% control. 
Then he sat back and waited for the 
babies to grow up. 

Last month Holt President Edgar 
Taylor Rigg was busily proving Clint 
had been right. If 1955 was Holt’s 
best year, 1956—its 90th as a pub- 
lisher—promised to be even better. 
This year Holt expects its revenues 
to hit $12.5 million, with net earnings 
pushing $3 a share (vs. $1.96 last 
year). Holt, which last year derived 
55% of its revenue from textbooks, 
hopes to push the percentage to 60% 
this year. This is an important sta- 
tistic to Stockholder Murchison: the 
profit margin on a bestselling textbook 
is a good five times that of a “trade” 
book (i.e., fiction and non-fiction). 

Best Sellers. Not that Holt is any- 
thing but well-read in the trade. 
Last month Walter Lord’s A Night 
To Remember was riding the best- 
seller lists for the 30th week in a row. 
But as Executive Vice President & 
Treasurer Alfred Conway Edwards 
puts it, publishing a trade book is 
about as risky as backing a Broadway 
show. Textbooks are Holt’s meat & 
potatoes. As a lucrative anchor to 
windward, Holt also publishes Field & 
Stream and Popular Gardening. 

With 7.3 million kids in high school 
(and 11.9 million expected to be en- 
rolled by 1966-67) plus 34% of all 
college-age students in attendance 
(vs. 18% in 1939), Publisher Rigg has 
few fears for the future. As for Stock- 
holder Murchison, he is happily count- 
ing his Holt dividends. 


*Traded American Stock Exchange, Price 
range (1956): high, 2712; low, 21. jividend 
(1955): 10% stock. Indicated 1956 pryeu 
10% stock. Earnings per Share (1985); $196 
Ticker symbol 





MILLIONAIRE MURCHISON; 





watch the babies go by 
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(FRB production index’ 
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(FRB bank debits, 141 key centers) 
Factors 4 and 5 are adjusted for value of 
the dollar (1947-49 = 100), factors 1, 4 
and 5 for seasonal variation. 
Dotted line is an 8-day estimate based on tenta- 
tive figures for five components, all of which are 
subject to later revision.* 
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*Final figures for the five components (1947-49=100) 
April May june July Aug. Sept. Oct. Nov. Dec. Jan.('56) Feb. Mar. April 

Production......... 136.0 138.0 139.0 140.0 140.0 141.0 143.0 144.0 144.0 144.0 143.0 141.0 143.0 
Employment........ 1218:.. 11284. .21128 MSS - 1138 -1140- 1143 114.7 114.9 115.1 115.0 1168 117.3 
PN 62 cs oon. 100.8 102.0 102.0 101.0 1023 1028 103.0 103.3 103.5 101.8 101.5 101.3 100.8 
Seltticd ms. sic: 115.3 113.3 4383 1203 115.4 115.4 1166 1176 116.5 118.4 112.8 115.5 116.4 
Bank Debits........ 150.0 150.0 150.0 150.0 150.0 150.0 159.3 165.4 159.5 168.9 177.2 160.1 164.8 
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by GERSON D. LUBLIN* 





The Stock Market 


As this is written, uncertainty—the 
bugaboo of investors—casts its fa- 
miliar shadow over the stock market. 
The possibility of a protracted steel 
strike cannot be ruled out. For the 
first time in years two of the key 
components of business, namely auto- 
mobile production and_ residential 
building, show real signs of flagging, 
following their brilliant performances 
in 1955. Consumer credit, whose rapid 
expansion had been a feature of the 
postwar era, has been slowed down, 
reflecting relatively tight money con- 
ditions. 

And as always, an election year pre- 
sents its own elements of uncertainty. 
Even those who are most strongly 
convinced that President Eisenhower 
will be re-elected, must inevitably 
have a few—possibly unconscious— 
reservations. After all, nothing is 
certain in this uncertain world. 


Forses, JuLY 15, 1956 


Is the prevailing uncertainty a cause 
for investor concern? The record of 
the past indicates that it is not. There 
have been few periods in market his- 
tory when unknowns, often of a 
fundamentally disturbing character, 
did not loom large over the horizon. 
It might almost be said that it is in 
periods of greatest market confidence 
(when both investors and the finan- 
cial community feel that the market is 
a one-way street pointing directly to 
the rainbow, with the customary pot 
of gold tucked away under one cor- 
ner) that the professional financial 
advisor should examine the business 
picture most closely for danger signs. 
A sense of security, in investing as in 
many other aspects of life, is fre- 


*Mr. Lublin, H. Hentz & Co. partner in 
charge of research, is a guest columnist 
for Mr. Sidney B. Lurie, who is on vaca- 
tion. 


quently an opiate, dulling the judg- 
ment and leading to careless, even 
reckless, behavior. 

The fact that uncertainties exist to- 
day, wHereas a year ago many in- 
vestors believed that the outlook was 
for clear sailing, is a fundamentally 
constructive, stabilizing element in the 
over-all picture. It has precluded the 
hectic speculative phase, which might 
under other conditions have developed 
from the strong markets of 1954 and 
1955. 

Despite the best of intentions, the 
financial analyst finds himself driven 
to apply a word to.the market which 
has undoubtedly been badly over-used 
in recent years: selectivity. There is 
no getting away from the fact that, 
to quote another familiar phrase, “this 
is a market of stocks” rather than a 
stock market in the old familiar sense. 
The lesson of the past six months is 
quite clear on this point. 

A glance at the Dow Averages shows 
that on December 30, 1955 the Indus- 
trial Index stood at 488, whereas today 
it is around 492. Obviously little 
change. But during the same period, 
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Office Equipment Stocks © 
and Your Own Calculations 


° pe keeping track of the business boom is itself big business. The great labor savers 
here are the office machines. They store numbers in their electronic memories, add, 
subtract, multiply and divide. They type, lick stamps, seal envelopes, make up the 
payroll, withhold the taxes, compute the pension benefits, enter the deposits and so 
on ad infinitum. 


About the only job the machine is not able to perform is the evaluation of the 
facts that it so faultlessly records. For example, a calculator, whether made by I.B.M., 
National Cash Register, Underwood or Burroughs, could quickly figure out that the 
10 leading office equipment stocks were priced at an average of 9.8 times earnings 
during the past ten years. It could promptly determine that the price multiple today 
is 16.7 earnings; that the average yield of these 10 leading office equipment stocks was 
5.6% during the past 10 years; that it is only 3.5% now. This is what the machine 
can do. But only you can take appropriate action to safeguard your investment port- 
folio at a time of such abnormal valuation. Only you can decide whether to buy or 
hold at these high prices in the expectation that the remarkable growth of the office 
equipment industry will eventually catch up with the even more remarkable rise in 
its stocks’ prices. 


The Value Line Investment Survey, whose staff uses literally hundreds of office 
machines, has prepared correlations showing you how the prices of the office equip- 
ment stocks (and 700 others in 45 industries) now stand in relation to the prices that 
normally are placed upon current and foreseeable earnings and dividends. You can 
see at a glance which stocks are currently overpriced, which underpriced, in this 
tapidly growing industry and in all others. 


Just as the Ratings objectively reveal overvaluation in most office equipment stocks 
so they also clearly reveal current undervaluation in fire and casualty insurance stocks. 


SPECIAL: You are invited to receive the 56-page issue covering the leading 
Office Equipment, Insurance and Gold stocks at no extra charge under this Special 
Introductory Offer. In addition, you will receive in the next 4 weeks new reports 
on over 240 major stocks and 14 industries to guide you to safer and more profitable 
investing. This issue analyzes 37 stocks including: 





Add Multigraph Burroughs Corp. Sooey Rand Int’l. Bus. Mach. 
Great American Ins. Hartford Fire ryland Cas. Nat'l. Cash Reg. 
Hollinger Cons. Gold Aetna Insurance Royal McBee Smith-Corona 

Insurance Co. of N.A. Fidelity-Phenix Pitney-Bowes Homestake Min. 
Continental Insurance Home Insurance Underwood and 18 others 


$S INTRODUCTORY OFFER* 


Includes 4 weekly editions of the Value Line Survey—with a full-page Rating & 
Report on each of 240 stocks and 14 industries, including advance estimates of 1956 
earnings and dividends. It includes also a new Special Situation Recommendation, 
Supervised Account Report, 2 Fortnightly Commentaries, and 4 Weekly Supple- 
ments. (Annual subscription $120.) 


Bonus: You will also receive under this Special Offer at no extra charge the new 
12-page Summary-Index giving current Value Line advices, yields and future price 


expectancies on all 700 stocks under supervision. — *New subscribers only. 
Ee ne keke oo «aca stable o-s kee Ad 6 4p a wals REY Oud go cee 
at Sel COR a, Cetus +o o4 pos onhen tose desercesy 
REEL ERS a SE we eces Es ad ake Soo 


Send $5 to Dept. FB-65 


THE VALUE LINE 


SURVEY 





Published by ARNOLD BERNHARD & Co., Inc. 
VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 








13 Dow stocks showed price increases, 
11 showed declines, while six were 
substantially unchanged. Many of 
these price changes were of substan- 
tial proportions. Among Dow Jones 
stocks, International Nickel up 14 
points, Eastman Kodak up 11, Good- 
year, Jersey, California and Union 
Carbide up 6 to 12 points, have been 
most gratifying to their fortunate 
holders. At the same time, other Dow 
stocks (Bethlehem down 11, Chrysler 
down 21, and du Pont down 18) make 
the investor wonder what is meant by 
“stability.” 

An even more diverse performance 
has been turned in by leading stocks 
outside of the Dow group, with em- 
phasis on individual moves, in reflec- 
tion of developments within the com- 
panies. By and large the more gignifi- 
cant moves have been on the wp side. 
Among leading non-Dow stocks, Cat- 
erpillar Tractor up from 60 to 85, In- 
ternational Paper from 114 @ 135, 
Container which has gone frog95 to 
91, National Supply which went from 
50 to a high of 78, Royal Dutch with 
an upswing from 85 to a peak figure of 
112; these significant gains reaffirmed 
the familiar fact that in a “do nething” 
market, stocks of varying quality, 
carefully chosen by the investor for 
their prospects, can be very profitable 
commitments. 

It is interesting to note that in every 
case good reasons existed for these 
advances, reasons which stemmed 
from the building up of corporate val- 
ues at a relatively rapid rate. It is 
not that the market has been placing 
a significantly higher appraisal on the 
earnings of these companies, but 
rather that the rapid increases im cor- 
porate earnings are being reflected (at 
still reasonable price-earnings ratios) 
in higher prices for the shares. 

And the -.market has told a similar 
story with respect to the weaker 
sisters. This year’s depressed indus- 
tries can be readily identified. Car 
makers, textile and synthetic fibre 
producers, assemblers of television 
sets, farm equipment manufaeturers, 
and motion picture producers -have 
from the beginning of the year found 
the going rough. Their shares. have 
fully reflected this fact. 


If there is something which s 
out from the experience of re- 
cent past, it would seem to be the 


selective, critical, analytical approach, 
the emphasis on which stocks to @wn, 
has truly been paying off. This & fhe 
fundamental task of the security - 
lyst, the sifting of the wheat fp the 
chaff, identifying stocks whi are 
cheap, and those which are manifestly 
overpriced. In present day markets it 
would appear that there is no substi- 
(CONTINUED ON PAGE 49) — 
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YES—FORTUNES ARE BEING MADE 
IN OUR GROWTH DISCOVERIES 


The experience of half a century has 
proved that knowing what to buy and 
when to buy and sell is the secret of 
quick fortune-building. It is far better 
to know the time to sell to the false 
optimists and the time to buy from the 
misguided pessimists than it is to 
familiar with market theories. 

Thirty years of conspicuous success for 
clients has built us pre-eminent recogni- 
tion for our fortune-building growth dis- 
coveries. That is why thousands of 
investors are reading our weekly “Stock 
Market Appraisements” we formerly syn- 
dicated nationally on financial pages un- 
der the heading, “ROYSTONE SAYS.” 

Our newspaper followers found out 
that discovering and recommending fun- 
damental growth values is the basic fac- 
tor in fortune-building service. No won- 
der Wall Street is so anxious to keep in 
contact with our recommendations. 

This demand from everywhere for our 
reliable guidance in selecting special 
growth values forced us to publish our 
comments in inexpensive weekly ana- 
lytical guidance bulletins. 

To buy and hold low-price long-term 
growth situations before the public recog- 


nizes their potential values largely elimi- for investors, wro 


nates the hazards of speculation. Now, A yy ® 
thanks to the discovery made while evalu- “97 Safety Rules” for 





W. H. ROYSTONE 
INVESTMENT ANALYST 


Who, from devoting many years building fortunes 
te “‘America 


economic 


by the special advantages we look for in 
our growth stocks. 

Thinking realistically, we must agree 
that fortunes are built from small funds 
only through far-sighted specializing, not 
through diversification. A few poor selec- 
tions destroy the gains of years. Funds 
were greatly increased when our clients 

ught a pre-reorganization bond that 
doubled in price at seventy and sold to 
buy an oil stock at seven that went 
through twenty. We expect many of the 
discoveries we are recommending should 
double current low prices many times. 

The only sure fortune-building is done 
through such fund enhancement research. 
That alone will offset the rising cost of 
living. Fortune-building requirements call 
for at least a fifty per cent fund gain 
each year. Instead, the great majority of 
investors see their cash values shrink. 

Recently we again recommended a-spe- 
cial growth situation selling below five 
we had studied a number of years aad 
originally recommended near two. It is 
now selling near ten and a much higher 
price is anticipated. It should pay an 
attractive dividend on current price. 
Next, we recommended another dis- 
covery near three-fifty that quickly went 
through nineteen and its advance has 
hardly started. We are about to recom- 


Tomorrow,” called 
uide for the 
rsonal clients with his 
vestors and Traders. 





ating fundamental psychological factors 
found in the Roystone Heavy Industry 
formula, we follow the fundamentals that make for profits. Cur- 
rently we anticipate a long bull market in natural commodity 
growth stocks. We are exploring the field to uncover the issues 
that show the greatest fortune-building potentials. 

Without such preparation for fortune-building, the average in- 
vestor never has a profit chance. Instead of building up a fortune 
in a few years, he sees his funds shrink. Unfortunately, investors 
and traders are equally victims of popular sentiment. They buy 
when they should sell and sell when they should buy. To protect 
clients against these errors, we developed our 27 Safety Rules for 
Investors and Traders. 

We build on growth, not petty profits. One may not go broke 
taking quick profits but certainly one never gets rich. We select 
growth values in their infancy. Holding low price, long-term 
growth situations that are independent of adverse conditions, 
makes all the difference between failure and fortune-building. 

Naturally, knowing the long trend turning points is essential 
to the investor. Knowing a “bull market” from a “bear market” 
is one guarantee of security. At the end of the Korean War this 
was almost the only service to see a long rising market ahead. 
Waiting and watching for such profit opportunities has built 
most of the large fortunes made in Wall Street. It would require 
many pages of space to reprint the hundreds of letters of grati- 
tede from longstanding clients now in our files. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis of 
our growth situations we recommend for substantial income and 
sapid growth. 


GROWTH FIRST—THEN DIVIDENDS 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy the strong spots in 
an advancing market and be sure of a profit. He has slight 
knowledge of stock market psychology and the dangers of 
following the activity in stocks created by stock distributors. 
He knows next to nothing about the safety in selecting growth 
values. He does not realize the great number of stocks that are 
in g@ natural stagnation. He does not know how few are impulsed 


mend another startling discovery “sleep- 
ing” below two dollars. A complete analy- 
sis of this opportunity will be sent only to yearly clients. 


Read what the Press Service that 
syndicated his “Comments” said: 


“What ‘Roystone says .. .’ is respected by the best in Wall 
Street from the small speculator to the largest investment trusts.” 

“One thing is certain: Roystone knows the stock market. 
With a truly remarkable record in earlier years while writing for 
this service he has foreseen all the important market changes.” 

“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many good 
Wall Street technicians.” 

We earnestly believe there is a tremendous need for honest in- 
vestment and business guidance. Such assistance can be derived 
only from factually appraising future investment opportunities 
in the light of political and social trends. Without such guidance 
there is small hope for the individual in his quest for financial 
independence. Remember, there are rules for fortune-building. 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 


FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING. 


ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FILL VOLUMES 


Now, to help you in your personal problems, we have created 
our special protective and instructive Contact Service to re- 
place our newspaper comments. The fee (for 52 weeks) for the 
present, is only twenty-five dollars or five dollars for advice 
covering the next seven weeks of the current critical period. 

Thousands of our clients realize that when and what to buy 
is the secret of safety and success in fortune-building. When 
you send check be sure to ask for “America Tomorrow” and 
those famous 27 Safety Rules for Investors and Traders. Annual 
subscribers may send a list of their stocks for the personal com- 
ments of W. H. ROYSTONE, Forest Hills 6, Long Island, N. Y: 
(Instituted 1931.) Midtown consultation appointment, $25, 
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UNUSUAL OPPORTUNITIES 
IN 9 SMALLER INDUSTRIES 


The latest Monthly Letter from our 
Research ent features a stimu- 
lating 10-page review of 9 industries 
whose dynamic investment strengths 
have often been overlooked by many 
analysts: 


AIR CONDITIONING: Three new factors 
now clear the air for this acknowledged 


growth industry. 
AIR FREIGHT: Basic advantages and 


new planes could add up to good profits 
in the near future. 


BROADCASTING: TV network billings 
rose from $2.3 million (1949) to an 
estimated $450 million this year. 


CONTROL a set see ry 
growth appears unlimited for these 
marvels of our Electronic-Atomic-Jet 


Age. 
CONVEYOR EQUIPMENT: Mechanized 


material handling is the basis of increas- 
‘ing automation boom. 


GUIDED MISSILES: Their growth pros- 
pects highlighted by multi-billion dollar 
military programs. 


NATURAL GAS: New pipelines and 
laws would greatly benefit producers 
and distributors. 


NEW METALS: Titanium, zirconium, tan- 
talum, columbium, thorium! Wonder 
profits from wonder metals? 


SOFT DRINKS: Per capita consumption 
reached all-time high in '55. Increasing 
sales seem assured. 


20 ATTRACTIVE STOCKS 


20 interesting stock situations are 
chosen for possible investment gains. 
They range in quality and price from 
a blue chip at $117 a share to a promis- 
ing newcomer at $7. For a ftee copy, 
just mail coupon below. 


GOODBODY & Co. 


ESTABLISHED 1601 
Members of Principal Exchanges 
115 Broadway, New York 
Offices in 33 Cities 


| Please send me without obligation Monthly | 
Letter F-4. 
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INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 


Spotlighting 21 Convertible Preferreds By 


As promised to the reader in the 
previous article, listed below is a 
group of excellent convertible pre- 
ferred stocks. 

I wish to call attention again to St. 
Regis Paper, recommended here sev- 
eral years ago. St. Regis is the na- 
tion’s third largest manufacturer of 
paper and paper products. Through 
a series of acquisitions, the most 
recent of which being Rhinelander 
Paper Co. which gives St. Regis a 
leading position in greaseproof and 
glassine papers, the company’s busi- 
ness has expanded broadly and future 
earning power should be raised im- 
portantly. Sales last year amounted 
to $257 million vs. $200 million in 
1954, while earnings climbed to $2.95 
per share compared with $2.62. For 
the first quarter of 1956, earnings and 
sales were 95c a share and $81.5 
million, respectively, vs. 72c a share 
and $55 million in the same period of 
1955.. Sales and earnings for all of 
1956 are currently estimated at $350 
million and $4 a share. 

In addition to the recent acquisi- 
tion of Rhinelander, St. Regis has also 
acquired during the last few years 
Michigan Panelyte Molded Plastics, 
Inc., Pollock Paper Co., Superior 
Paper Products, Chester Packaging 
Products Corp., Pacific Waxed Paper 
Co., a 34% interest in Growers Con- 
tainer Corp., Ajax Box Co., Gummed 
Products Co., and General Container 
Corp. The company is also construct- 
ing jointly with North Canadian Oils, 
a sulphate pulp mill in Alberta. 

Capitalization consists of $73 mil- 





lion in long-term 
debt, 126,000 
shares of $4.40 
1st preferred, and 
6,943,439 shares of 
common stock, 
779,200 of which 
is owned by East- 
ern States Corp. Finances are very 
strong. At the end of 1955, current 
assets were $112.56 million, current 
liabilities $14.46 million, and net 
working capital $98.19 million. 

The long-term outlook for the 
paper industry and particularly St. 
Regis, appears excellent, as an in- 
creasing population assures a rising 
consumption of paper products. In 
my opinion, readers can ill afford not 
to own St. Regis common. Recent 
price, 52. 

Food Machinery, Firestone, Lily- 
Tulip, Carborundum, and Richfieid 
Oil have all acted better than the 
market recently, and I believe these 
stocks could show worthwhile appre- 
ciation during the balance of the year. 

Readers interested in long-term ap- 
preciation where income is seegndary 
might want to consider Hooker Elec- 
trochemical. Sales have expanded 
rapidly in recent years, having risen 
from $27.9 million in 1950 te $94.1 
million in 1955. This year’s level is 
expected to be even higher. 

The stock has acted wonderfully 
well during recent months. In fact, it 
has “bucked” the market. The eutleok 
for the company’s business, pattieu- 
larly its expandéd position in plastics, 
appears éxcellent. Recent price, 49. 





HIGH-GRADE CONVERTIBLE INDUSTRIAL PREFERRED STOCKS 


Abbott Laboratories $4.00 Cum............ 
Allis-Chalmers $3.25 Cum................. 
American Brake Shoe $4.00 Cum........... 
American Metal Products 54% ($1.10)... ... 
Beatrice Foods $3.375 Cum. Prior.......... 


City Stores $4.25 Comin dsnisiiccccccccee 
Dixie Cup 5% ($2.50) Cum. A............ 
Equitable Gas $4.50 Cum................. 
Merck & Co. $4.00 Cum. 2nd............. 
Mi polis-Moline $1.50 Cum. 2nd........ 
National Container $1.25 Cum............ 
National Distillers $4.25 Cum............. 
Pirtston: Co, $5.50 Com... oie cet cece 
Robertshaw-Fulton 5%% ($1.375) Cum..... 
Safeway Stores $4.30 Cum............... 
St. Lovis-San Fran. Ry. $5.00 Cum......... 
Scovill Manufacturing $4.30 Cum........ Beas. 
Sov. Cal. Edison 4.48% ($1.12) Cum....... 
U. S. Plywood $3.75 Cum. B.............. 





* Callable at this or lower for Sinking Pund. 


Common 
Call Dividends Conv. Current % 
Price Paid Since Ratio Price Yield 
108 1952 1.7 Com. 106% 3.75 
103 1946 2.0 Com. 129 2.52 
101% 1947 2.5 Com. 105% 3.79 
20 1954 1.1 Com. 27% B94 
105* 1946 2.7 Com. 125 2.70 
100 1945 6.7 Com. 89% 475 
105* 1947 1.6 Com. 104% 3.35 
103* 1951 4.7 Com. 96% @.40 
52%4* 1954 1.25 Com. 68 3.67 
105 1953 4.0 Com. 107 4.20 
107* 1952 2.9 Com. 110 3.64 
25 1949 1.3 Com. 23% 4.32 
27%*~ 1951 1.7 Com. 59 212 
103* 1951 2.4 Com. 98% A331 
105 1953 4.0 Com. 195 
26% 1953 1.25 Com. 28% 
103 1954 2.17 Com. 4 , 
100 1948 2.0 Com. 86 581 
102 1949 3.33 Com. 86)% 437 
29% _. WAT 0.85 Com. / ei 
104% #41951 2.4 Com. 4 
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prices earlier last month... . 

Also think Kerr-McGee Oil Indus- 
tries (53) should be accumulated, and 
that this is the time to accumulate it. 
The stock appears to have an excel- 
lent potential. . . . Beckman Instru- 
ments (28) should show $1.30 a share 
earned for the year ended June 30 
and considerable optimism is noted 
among people close to this company’s 
usually conservative management. 
The company apparently is spending 
about 11% of sales on research, which 
is unusual even in the romance in- 
dustrieés. 
should earn $5.50 from operations 
plus around $4 from capital gains 
(sale of properties) this year. The 
dividend may be increased from $2.20 
to $2.60... . 


Rotary Electric Steel (43) will re- 
port about $1.60 to $1.70 a share 
earned for the first half, profits being 
lower due to the high cost of scrap 
(principal raw material) in March, 
April and May. The fourth quarter 
should be very good, with the new 
bar mill permitting a sharp up- 
grading in the per ton price of its 
output. Rotary, which has been a 
most outstanding growth stock, could 
show $6 to $8 a share next year... . 
Some commentators say that each 
$1 billion spent on roads will require 
about 16 million barrels of cement. 

I am more and more impressed by 
the amount of stock being taken out 
of the market by mutual funds, 
especially by those whose selling or- 
ganizations are concentrated in the 
small towns of the Middle West, 
South West and Pacific states. For 
the most part, many of these selling 
organizations are developing an en- 
tirely new market. The buyers they 
serve are being taught regular 
monthly purchases and dollar aver- 
aging. They are being taught to buy 
“for accumulation,” not just for ap- 
preciation. It is amazing to discover 
that many large investors have been 
“experimenting” with the perfor- 
mance of mutual funds versus the 
performance of their personally se- 
lected portfolios, and that lots of them 
are much impressed by the record. 

McGraw Electric (70) on the basis 
of earnings probably is one of the 
cheapest high-grade electrical manu- 
facturing stocks. Earnings for the 
first quarter were $1.50 a share, and 
sales for the first half apparently 
were between 30% and 35% above 
last year. The assumption that earn- 
ings in 1956 will be $6 a share prob- 
ably is too conservative. There is a 
good chance of a more liberal divi- 
dend or a stock dividend or a split. 
This company has grown rapidly in 
recent years until about 60% to 65% 
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For Worthwhile Speculative Profit 


SOUTHLAND RACING CORP. 


Common Stock Around $1.75 


+ 





80 Day Track Meet Scheduled Opening Aug. 30 


1. Southiand's huge new $1,000,000 greyhound park is considered Americe’s most 
beautiful and modern greyhound racing track. 


2. Greyhound Racing, “sport of millions” is enjoying unprecedented popelarity 
and prosperity. 


3. Since 1945, annual attendance at greyhound racing tracks has increased from 
2 million to over 8 million. 


4. The purchase in 1949 of 1000 shares of stock in the Mile High Kennel Club at 
the original offering price of $1, an investment of only $1000, is today worth 
over $10,000. Dividends paid on this investment up to January 1956 total $2,400. 


5. Southland Greyhound Park in West Memphis, Arkansas, should do even better 
because it is situated in a more heavily populated area . . . only 4 miles from 
area's center of population. 


We believe Southland will show excellent capital gains if bought at this time. 
Send Coupon for FREE Report. 


-—-———-=—GENERAL INVESTING CORP.-——-—- 


Members American Stock Exchange 


80 Wall St., New York 5, N. Y. BOwling Green 9-1600 


F-7-15 
PLEASE SEND FREE REPORT ON SOUTHLAND RACING CORP. 


(Please print full name  dentty) 























For a limited time only— 


YOUR OWN COPY 


F R E E! of our new Study 


“INVESTING TODAY — 


and Through 1960—" Timely, Fact-filled! 


May alter your entire philosophy of investment for the better! “Must reading" for 
everyone interested in long range investment earnings. 16 pages! Answers! Facts! 









INVESTORS RESEARCH COMPANY 
922 Laguna St., (Box 30), Santa Barbara, California 
Please send me FREE—"INVESTING TODAY—and Through 


1960" 
Forbes July 15. 


as offered in 


(please print) 





> SAVINGS [4th GENERATION of DIAMONDS 
: ACCOUNTS DIAMONDS 10°, Above Wholesale 





: EARN 
: current rate-per annum : 
: Paid Quarterly on Multiples of $160 : 


FUNDS RECEIVED BY THE 
15TH EARN FROM THE 1ST. 


FIRST 
WESTERN SAVINGS 
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‘or I “, the 
in lew weeks, is a veritable mine es- 
poet ede to assist the wid kc 
ing relative merits of over 1,800 stocks. 
index enables you to find in a few 
investment data every bee —_- 
“printing will be 50,000 copies! Now n; 
ot by the trained staff of FINANCI 
, which for more than 53 years has 
supplying the busi and fi cial in- 
formation busy investors need to invest surplus 
funds more wisely, more profitably. 
Now 





The 42nd Edition of this 304-page An- 





He 


1, 





else can you find more quickly, 
More easily, or at lower cost, each company s 
set-up, historical nd, financial posi- 
tion, eight years’ performance records, outlook 
and other essential facts and you as an 
or must have to evaluate the stocks you 
own or consider buying. ‘Your Factographs 
are a MUST in analyzing stocks,” writes a 
New York subscriber. 


$5 Check or 
Order for your 1956 MANUAL. Or 


send $11 for 6-months’ trial subscription for 
FINANCIAL WORLD and receive forthcoming 
1956. ** FA as 
soon as published, in addition to 26 weekly 
copies of FINANCIAL WORLD and 6 monthly 
copies of ‘INDEPENDENT APPRAISALS” con- 
taini DIGEST of New Reports and Ratings 
on 1, listed common stocks. Yearly subscrip- 


tion at $20 includes $5 ‘“‘FACTOGRAPH” 
MANUAL Free. (18 weeks’ trial subscription 
without MANUAL only $5.) 


FiInaNciAL WorLD 


53 Years of Service to Investors 
86-FB Trinity Place, N. Y. 6, N. Y. 














BEAR MARKET? 


When the market falls, many common 
stock warrants go down to very low $ 
prices and afford the greatest potential ¢ 
appreciation on a rebound. Example: In « 
one market cycle a $500 investment in ; 
Tri-Continental warrants appreciated to $ 
$85.000. You should read THE SPECU- < 
LATIVE MERITS OF COMMON STOCK « 
WARRANTS, by Sidney Fried, for the { 
full story of warrants, accompanied by $ 
@ list of S50 common stock warrants you ¢ 

about. For your copy, send 
$2 to” Associates, Dept. F-63, 220 
Fifth “Ave.. New York 1, N. Y. 
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Tue next monthly report of the De- 
partment of Labor will show. the Cost 
of Living index at a new all-time high 
even before the latest wage hike of 
the steel workers and the increase in 
the price of steel, which will result 
from the strike, have had their cumu-. 
lative effect on the entire economy. 
There can be no doubt that the buy- 
ing power of the dollar is continuing 
to shrink. 

It is fortunate that for the past four 
years the pace of inflation has been 
slow, at times almost imperceptible, 
and it certainly has not been faster 
than in other countries so that at least 
our position in foreign trade is not 
getting worse as a result of it. Nor 
are the American people completely 
conscious of the fact that this is an 
inflationary era. They still buy life 
insurance and savings bonds and con- 
tribute to pension plans, and only 
after many years have gone by do they 
realize that the dollar they now have 
doesn’t buy as much as the dollar 
they put away some ten or twenty 
years ago. 

Instinctively, however, Americans 
are doing the right thing to protect 
themselves. They take a 30-year 
mortgage, and whether they are aware 
of it or not, it is almost certain that 
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as the years go by these mortgage 





BSTOCK ANALYSIS gp Se te as 


Creeping Inflation 


payments will be-  ~ 
come less and less ; / 
burdensome in re- — 
lation to their pay 
checks. Obviously, 
inflation favors the 
debtor, and a multi- 
tude of Americans, 
including federal, state and local gov- 
ernments, are deeply in debt. Hence, 
nobody is objecting too strenuously to 
this latest turn in the wage/price in- 
flationary spiral, except for the futile 
rearguard action of the Federal Re- 
serve, some eyebrow raising on the 
part of economists, and the usual anti- 
inflation lip service dished out by the 
politicians. 

Of course, prudent investors have 
been cognizant for some time of the 
fact that we are living in an inflation- 
ary economy—and they have acted 
accordingly. Even the most conserva- 
tive administrators of funds, trust of- 
ficers of banks or trustees of college, 
hospital, religious and other charitable 
endowments, were forced to concede 
that mortgages and bonds are not the 
safest investments if they considered 
it their obligation to maintain the 
value of a fund, not merely its dollar 
amount. 

Individual investors who are not re- 
sponsible to anyone but themselves 
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realized long before that it is 

to accept the risk inherent in 

on stocks than be “safe” in dol- 

lat Investments. People who have put 

at least some of their savings into good 

equities can view the prospect of 

creeping inflation with equanimity. By 

now they are way ahead, even if they 

started buying stocks only as recently 
as a year or two ago. 

Of course, the market has been with 
them. But the market will continue 
to be “with them” as long as we live 
in an inflationary economy and as 
long as we are able to avoid a major 
depression. The latter can not be 
guaranteed, naturally, because we are 
far from infallible, and while we 
have learned a lot about economics, 
our practical experience is still lim- 
ited. 

Prices of common stocks do fluctu- 
ate, often violently, and not even the 
best of them are immune to occa- 
sionally severe declines. But an in- 
vestor should not be unduly worried 
by price changes which, when look- 
ing back over the record of a period 
of years, appear only as minor peaks 
and valleys. These fluctuations are the 
concern of short-term traders. The in- 
vestor must look at the long-range 
trend, and as far as the trend is con- 
cerned I can’t help but be confident 
and bullish. 

Just take a look at probable popu- 
lation figures for this country for the 
next decade or two. Then take an- 
other look at the trend of increasing 
per capita consumption of just about 
everything, whether it be steel or 
electric power, aluminum or rubber, 
oil or office machines. Barring a major 
catastrophe or blunder, it is a virtual 
certainty that the American economy 
will be infinitely bigger in 1966 or 
1976 than at present, and the well- 
managed companies of today will be 
in the forefront of tomorrow. 

This long-range optimism of mine 
implies no assurance that one can’t 
lgse money in the stock market. You 
will, if you pick the wrong stocks; and 
you may, even with the right stocks, 
but such losses, I believe, should 
prove to be only temporary. 

Concluding the discussion of major 
stock groups (Forsss, July 1), 1 would 
like to emphasize the important role of 
utilities in conservative investment ac- 
counts where they now hold the posi- 
tion formerly occupied by good bonds 
and preferred stocks. Utilities should 
not be bought for appreciation, but for 
stability, and I mean true stability 
even in an inflationary economy. The 
electric light and power industry is a 
growth industry whose sales will at 


- least double every decade. In this 


growth lies the assurance that earn- 
(CONTINUED ON PAGE 56) 
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THE HOW anp WHY an 
INVESTMENT 


PRINCIPLES, PRACTICES and ANALYSIS 


by DOUGLAS H. BELLEMORE, Investment Counsel, 
and Chairman, Department of Finance, Boston University 





The Most Important Book on Investments FORBES Has Puli- 
lished Since Schabacher’s “Stock Market Theory and Practice” 


Tas BIG VOLUME points up for you the investment problems arising out of 
the postwar years with particular emphasis on price as the most important 
factor you have to consider to make wise investment decisions from here on. 
Tells you when not to buy "growth" stocks. Points out the weaknesses of the 
Dow Theory and other technical forecasting devices. Explains in full the fool- 
proof methods of successful timing techniques you can use to avoid buying at 
the peaks. Supplies valuable guideposts to investment planning for the indi- 
vidual, as well as the institutional buyer. 


Discusses each and every class of security, including mutual funds, with specific 
tests for evaluating each. Devotes the last 13 chapters, a veritable book in 
itself, to security analysis with many actual examples of professional analyses. 
This section should prove invaluable to the sophisticated investor, fund manager, 
institutional buyer and professional analyst. 


The 198 charts and tables make it one of the most comprehensive investment 
books published. 

















55 Charts & Mills. 
143 Tables 
880 Pages 


ABOUT THE AUTHOR 


Professor Bellemore combines 20 years’ experience 
in teaching investments with practical experience 
based on the successful handling of investment 
accounts by an investment counselling firm, with 
experience dating back to 1920. 


4 BOOKS IN 1 


Part |. The Field of Investments; Part Il. 
Materials and Mechanics of Investments; Part 7 
Ill. Investment Policies for Individuals, for © 
Financial Institutions; Part IV. Security 
Analysis. 


Complete 880-page text with 13 Chapters 
on Security Analysis, $10. 


Money back in 7 days if not satisfied. 


ENDORSED BY SUCH LEADING UNIVER- 
SITIES AS: BOSTON UNIVERSITY, CITY COL- 
LEGE OF NEW YORK, IOWA STATE, LOYOLA, 
OKLAHOMA, TEXAS, WASHINGTON and LEE, 
COLORADO UNIVERSITY, FLORIDA UNIVERSITY, etc. 


Feeeeeeeeeee eee Coeeeeneeeoenoasoeeeeeees Se ee eee ee ee = 
! FORBES INC. 715 § 
: 80 Fifth Ave., New York fl, N. Y. : 
; Enclosed is $10. Please rush me Professor Bellemore’s new book “INVESTMENTS—Princi- 4 
: ples, Practices and Analysis.” ‘ 
| (On N. Y. C. orders please add 3% for sales tax.) : 
: If I am not satisfied with book, I may return it within 7 days for complete refund. ‘ 
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ced fund representing a 
d investment in a diver- 
3 list of bonds, preferred 
“stocks and common stocks 
‘selected for their possibility of 
(1) conservation of capital, (2) 
current income and (3) in some 
cases appreciation in valve. 
Mail this advertisement for 
detailed, free information. 
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INTERSTATE SECURITIES 


CORPORATION 
200 S. Tryon St. 
Charlotte 2, N. C. 


49 Wall St. 
New York 5 








Custodian Funds 


with 
the investment objectives of 
RESERVES: Series B-1 
INCOME: Series B-2, B-3, 
B-4, K-1, S-1, S-2 
GROWTH: Series K-2,S8-3,S-4 



















| The Keystone Company 
| 50 Congress Street, Boston 9, Mass. 

i} — Please send me prospectuses describing 
} your Organization and the shares of your 











NOW earn 3%-312% 


on Personal Savings, Corporate Funds, 
Trust Funds, Institutional Funds 
Ask for our Nation-W ide list of 
INSURED SAVINGS 
ASSOCIATIONS 
No Charge for Our Service 


WSURED INVESTMENT ASSOC. Inc. 
176'W. Adams St. © Chicago 3, lil. 
Financial 6-2117 STate 2-4439 










THE FUNDS 


REBUTTAL 





One of the inevitable aftermaths of a 
no-punches-pulled study on a contro- 
versial subject such as Fores’ spe- 
cial report on the mutual fund in- 
dustry (Forses, July 1) is a rash 
of letters taking issue with the article. 
This one was no exception. The reader 
will find excerpts from just a few in 
“Readers Say” of this issue. There was 
one letter, however, that was particu- 
larly thought-provoking; and raises 
so many questions that we would like 
to comment on it here. 

This letter is from Walter L. Mor- 
gan, the able and articulate president 
of Philadelphia’s $560-million Well- 
ington Fund. Mr. Morgan takes issue 
with some of the basic premises in our 
report and offers some alternative 
suggestions of his own for measuring 
mutual fund performance. Because 
Mr. Morgan has presented his side 
of the picture so well, we are here- 
with taking the liberty of printing siz- 
able excerpts from it: 

“There were,” writes Mr. Morgan, 
“quite a number of fine and splendid 
statements in your article which 
clearly show that your editors and 
analysts spent considerable time ex- 
amining the records of many funds. 
There are, however, several points 
with which I would like to take issue: 
The statement is made that an in- 
dividual investor with ample funds, 
equipped with first class investment 
advice, might be able to outshine the 
funds performancewise. . . . Actually 
the average shareholder in a Fund is 
not the type of individual so de- 
scribed. . . . I submit that even a 
rather substantial investor would have 
difficulty obtaining at equally low cost 
200 or 300 different securities—nor 
could such an investor obtain as ex- 
perienced managements as funds can 
offer. 

“IT would also like to challenge the 
tabulation on down-side protection in 
a very short period—April 6 to May 
28, 1956. Do you not think it would be 
more informative and fairer if you 
would show the downside risks in all 
of the declining periods during the 
same periods selected for your bull 
market test (i.e. Dec. 21, 1949 to 
March 31, 1956)? 

“I would also like to ask whether 
performance tests of this character do 
not do more harm than good? Do they 
give adequate recognition to the man- 
agement philosophies and concepts 
under which the different funds oper- 
ate? ... For one thing, performance 


results very Jargely depend on the 
equity ratia.” 

A Snapshot. In effect Mr. Morgan is 
saying that some of the data in our 
study could be misinterpreted by 
readers or taken to prove more than 
they were meant to. This, of course, 
is always a danger. But we feel that 
our readers are intelligent enough to 
realize, for example, that a relative- 
ly conservative -balanced fund, such 
as Wellington, cannot be expected to 
do as well as a more venturesome 
stock fund in a bull market. They 
should also realize that our Test II 
“How Stable Are They?” was merely 
a “snapshot” of what happened to 
the mutual funds at an unexpected 
and very recent decline in the entire 
stock market. 

There is one point, however, at 
which we continue thoroughly to dis- 
agree with Mr. Morgan. We still be- 
lieve an investor, equipped with sound 
judgment, adequate means and good 
investment advice can often out-per- 
form the mutual funds by a wide mar- 
gin. Nor can we agree with Mr. Mor- 
gan that it is necessarily advisable for 
all investors, at all times, to spread 
their money over as many as 200 or 
300 stocks. Sometimes a dozen or so 
judiciously chosen will give diver- 
sification enough. 


NORTH OF THE BORDER 


In its latest six months’ report, Cana- 
dian Fund, Inc. has come up with some 
figures of which its managers, the 
Manhattan firm of Calvin Bullock, are 
extremely proud. During the period 
from Nov. 30, 1955 to May 31, 1956 the 
Toronto Stock Exchange’s index of 
industrial stocks rose 4.1%. But during 
the same six months Canadian Fund’s 
net asset value per share rose from 
$17.40 to $19.25—an increase rate of 
10.5% or more than two-and-a-half 
times as fast as the index. 

A look at its investments helps 
explain why the results were so 
satisfactory for this big fund which 
offers U.S. investors a chance +o in- 
vest in the Canadian economy, Of its 
$38.1 million in assets, $8.1 million 
were in Canadian metals and mining 
stocks; $7.7 million were in Canadian 
paper and pulp stocks; $6.8 million 
were in Canadian oil and natural gas. 
These three groups, which fared rela- 
tively well marketwise during the six 
months period, accounted for a full 
60% of Canadian Fund’s assets. 


HOW TO OWN A MUTUAL FUND 


THERE is, as most Wall Streeters are 
fully aware, good money to be made 
in selling and particularly in man- 
aging mutual funds. Last month, in 
its regular brokerage house letter, 
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the best rails are selling at only a 
fraction of replacement cost permit- 
ting generous earnings on the equity, 
even though the return on invested 
capital is not satisfactory. Railroads 
serving the more dynamic sections of 
the country are still attractive for in- 
vestment. I like Santa Fe, Kansas City 
Southern and Illinois Central; and for 
liberal yield Chesapeake & Ohio and 
Seaboard Air Line. 

The air transport industry is now 
on the threshold of the jet age. A de- 
cade of tremendous further growth 
lies ahead. In its present stage the 
industry may still be too speculative 
to be acceptable for c-.aservative in- 
vestment, but modest commitments in 
stocks like Ameriean Airlines and Pan 
American are fully justified. 


HOOPER 


(CONTINUED FROM PAGE 51) 


of its business now is with the public 
utility companies rather than in elec- 
trical gadgets such as toasters and 
irons. The electrical gadget business 
always has been profitable. In fact, 
McGraw never has operated at a loss 
at any time in its fifty-five year life. 

Transamerica (40) is unlikely to 
take any specific. step to rearrange 
its affairs in accordance with the 
recently enacted Bank Holding Com- 
pany Bill this year. Apparently it 
has not yet been decided whether to 
spin off the bank subsidiary or to 
spin off a subsidiary owning all of 
the assets except the banks. During 
the time Congress was considering 
the enactment of the Bank Holding 
Company Bill, Transamerica acquired 
banks in several western states which 
can serve as a nucleus for further 
expansion. The stock is not worth 
any less as a result of the Bank 
Holding Company Bill, and market- 
wise, the parts usually are worth 
more than the whole. 

Transamerica’s large life insur- 
ance subsidiary, Occidental Life, now 
has about $6% billion of insurance in 
foree. The management of the life 
insurance subsidiary in late years has 
stressed obtaining a higher percent- 
age of ordinary non-participating life 
insurance and appears to be making 
progress in improving the quality of 
what might be called its “life insur- 
ance mix.” 
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s Your 
Investment Program 


a Family Affair 


—or do you, like Methuselah, expect to live 900 years? 





T'S a blunt question, we'll admit, but it’s one which we 

[: must face. We buy insurance, annuities, invest in 

securities, establish trust funds, do anything and everything 

possible to provide for those whom we will someday leave 
behind. 





— but many of us forget that there are no schools for widows, that unless we 
make the proper provisions TODAY, we are apt to make someone's tomorrow 
a frightfully heavy burden... particularly if that someone is suddenly and 
unexpectedly called upon to step into your shoes and manage the family’s 
finances. : 

Without proper guidance, a sizable portfolio of securities may prove to be @ 
constant source of worry, rather than the sheltered harbor which you had 
intended. Times change. Values fluctuate. The volume of the so-called 
“expert” advice now available to the investor is enough to confuse even the 
most experienced. 


You wouldn't leave your estate in the hands of a lawyer or a banker, no matter 
how prominent, unless you were convinced that he would act as a trusted 
friend. You would want to know him, test his judgment, be convinced that he 
could always be counted upon to act in your family’s best interests. 


What about your securities then... that portion of your estate which not only 
requires a specialized knowledge, but which, in all probability, may also 
require more time, more personal supervision than you anticipate? 


We submit that NOW is the time to provide for competent investment guid- 
ance... NOW, while you are still in a position to become thoroughly familiar 
with its performance, its reliability, its adaptability to your family's future 
requirements. 


It’s not the only reason for acquainting yourself with this FORBES service, 
which provides day-to-day supervision over the portfolios of investors with 
$25,000 and more invested in securities... but it's a mighty important one. 
Send for Free Descriptive Booklet. 


Mail Coupon =No Obligation 


WHAT CLIENTS SAY: 


“Am well pleased with the 
services you have been giv- 
ing me and have confidence 
that you and your organiza- 
tion will continue to ade- 
quately cover my situation.” 

M.W.S. 


Forbes Personal investment Management 
7O Fifth Avenue, New York 11, N.Y. 


1 may be interested in retaining the services of 
FORBES PERSONAL INVESTMENT MANAGEMENT. 
Will you kindly send me without obligation, complete 
details? My present investments are valued at ap- 
| prevualtonibads Gicevsvaccccssechneduemnenton 1 have an additional 
$. in cash for available investment. 
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“We must accept the disciplines of 
Fim as well as its freedoms. 

d those disciplines must come from 
~ urselves, they must be reflections of 
Gur own attitudes. Discipline from 
without flourishes when discipline 


from within grows weak. 
: —Harry Woopsurn CHASE. 


Amefica’s unique contribution to 
the world will not be automation, or 
mass production, and perhaps not art, 
musie or poetry. We have in Amer- 
ica through education the opportu- 
nity to approach in reality the age-old 
ideal of a society of free and equal 
men. If we succeed, this will be our 
unique contribution to human his- 
tory. —AnrTHUR F, Corey. 


Nothing sublimely artistic has ever 
arisen out of mere art, any more than 
anything essentially reasonable has 
ever arisen out of the pure reason. 
There must always be a rich moral 
soil for any great aesthetic growth. 

—G. K. CHESTERTON. 


Fullness of knowledge always and 
necessarily means some understand- 
ing of the depths of our ignorance, and 
that is always conducive to both 
humility and reverence. 

—Rosert A. MILLIKAN. 


A good man likes a hard boss. I 
don’t mean a nagging boss or a 
grouchy boss. I mean a boss who in- 
sists on things being done right and 
on time; a boss who is watching 
things closely enough so that he 
knows a good job from a poor one. 
Nothing is more discouraging to a 
good man than a boss who is not on 
the job, and who does not know 
whether things are going well or 
badly. —Wiuu1am FErEartuHer. 


Cleverness is serviceable for every- 
thing, sufficient for nothing—Amrt. 


One of the most devastating experi- 
ences in human life is disillusionment. 
Of course there are some illusions the 
disillusionment of which is healthy. It 
takes two things to bowl over a tree 
—a heavy wind outside and decay in- 
side. Much of the moral wreckage is 
caused by inner cynicism—a disgust 
with life’s futility, an inability to see 
sense in it. A person in that mood is 
an easy mark for the next high wind. 

—ArT SISSON. 


ON THE 
BUSINESS OF LIFE 








Whoever acquires knowledge but 
does not practice it is as one who 
ploughs but does not sow. —SAAaDI. 


The man who follows the crowd 
will never be followed by a crowd. 
—R. S. DonneELL. 





B. C. FORBES: 


I played golf with both John D. 
Rockefeller and Charles M. 
Schwab. Both played exactly 
the same way. Neither over- 
reached. Neither tried to do 
more than he was capable of ac- 
complishing. Most golfers, like 
many business men, don’t know 
their own capabilities and lim- 
itations. They swat the ball with 
all their might and trust more 
or less to luck as to the result. 
And, of course, a great many of 
their shots go wild; the ball 
doesn’t land on the fairway, but 
either in the rough or in a 
bunker or some other awkward 
place. Both Rockefeller and 
Schwab hit a straight ball nine 
times out of ten. ... Schwab al- 
ways made up his mind before 
_hitting the ball where he would 
like to land—and he never se- 
lected a spot beyond his reach. 
Was the success both Rockefel- 
ler and Schwab attained in 
business due to their habit of 
aiming at accuracy, of not se- 
lecting a goal beyond their 
reach, of never making a reck- 
less attempt to do something 
likely to get them bunkered? 











If you have had your attention di- 
rected to the novelties of thought in 
your own lifetime, you will have ob- 
served that almost all really new 
ideas have a certain aspect of foolish- 
ness when they are first produced, 
and almost any idea which jogs you 
out of your current abstractions may 
be better than nothing. 

—AtrreD NortH WHITEHEAD. 


It is sometimes frightening to ob- 
serve the success which comes even to 
the outlaw with a polished technique, 
and we find ourselves doubting the 
validity of the virtues we have been 
taught. But I believe we must reckon 
with character in the end, for it is as 
potent a force in world conflict as it is 
in our own domestic affairs. It strikes 
the last blow in any battle. 

—Puitir D. REep. 


The ability to form friendships, to 
make people believe in you and trust 
you is one of the few absolutely fun- 
damental qualities of success. Sell- 
ing, buying,-negotiating are so much 
smoother and easier when the parties 
enjoy each other’s confidence. The 
young man who can make friends 
quickly will find that he will glide 
instead of stumble through life. 

—Joun J. McGuirk. 


The best investment is in the tools 
of one’s own trade. 
—BENJAMIN FRANKLIN. 


A man’s greatness is measured by 
his kindness, a man’s intellect by his 
modesty, but a man’s real caliber is 
measured by the consideration and 
tolerance he has for others. 

—Wiu1am J. H. Boercxer, D.D. 


You cannot force the growth ofdw- 
man life and civilization, any @if#e 
than you can force these slow=ga8%- 
ing trees. That is the economy of 
Almighty God, that all good growth 
is slow growth. —GAYNOR. 


All noise is waste. So cultivate 
quietness in your speech, in your 
thoughts, in your emotions. Speak 
habitually low. Wait for attention 
and then your low words will be 
charged with dynamite. 

—ELBERT HvuBBARD. 


Much has been said. about the rela- 
tive value of happiness; but write it 
on your heart that happiness is the 
cheapest thing in the world—when 
we buy it for someone else. 

—FLEMMING. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 














A Text... 


Therefore, my beloved brethren, be ye 
stedfast, unmovable, always abounding in 


the work of the Lord, forasmuch as ye 


Sent in by Carlton F. Winn, 

» S. C. What's your fa- 
vorite text? A Forbes is pre- 
sented to senders of texts used. 


Lord, 


know that your labour is not in vain in the 


—I Cortmntrutans 15:58 
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